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and the giant punch board 


This is a nuclear reactor. And neu- 
trons from the tons of pure uranium 
metal inserted in these holes produce 
radioisotopes — the strange and won- 
derful prizes of the atomic age. 

While these man-made radioactive 
materials have been available for only 
a short time in commercial quantities, 
they have already found a wide range 
of uses—in industry, in agriculture 
and in medicine where radioisotopes 
have practically replaced radium in 
the treatment of cancer. 

Every day new uses are being found 
for uranium in nuclear power devel- 
opments. To meet these present and 
future needs, Anaconda has developed 
reserves of millions of tons of urani- 
um ore. These reserves, together with 
new ore processing methods pioneered 


by Anaconda at its Bluewater, New 
Mexico plant, have made Anaconda 
America’s leading producer of ura- 
nium concentrate. 

Other Anaconda products are also 
contributing to the expanding use of 
nuclear energy. Many are used in the 
actual production of radioisotopes, 
while Jead—another metal produced 
in large quantity by Anaconda—is em- 
ployed as radiation shielding where- 
ever radioactive material is present. 


Anaconda’s role in nuclear energy 
is typical of the way in which its ex- 
tensive line of non-ferrous metals and 
metal products—the broadest combi- 
nation offered industry today—is con- 
tributing to America’s growth and 
progress. 
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The American Brass Company 
Anaconda Wire & Cable Company 
Andes Copper Mining Company 
Chile Copper Company 
Greene Cananea Copper Company 
Anaconda Aluminum Company 
Anaconda Sales Company 


International Smelting and 
Refining Company 
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WALTER H. BRATTAIN. One of 
three winners of the 1956 Nobel 
Prize in Physics for investigations 
on semiconductors and the inven- 
tion of the Transistor, the tiny 
device which has created a new 
electronic era in communications. 














H. F. DODGE. Awarded Shewhart 
Medal by American Society for 
Quality Control, for original con- 
tributions to the art of statistical 
quality control—used by Western 
Electric in making millions of 
items of telephone equipment. 














H. T. FRUS. Awarded Medal of 
Honor, Institute of Radio Engi- 
neers and Valdemar Poulsen Gold 
Medal, Danish Academy of Tech- 
nical Sciences for important work 
in application of short and ultra- 
short radio waves. 











Sbeoe: 


AXEL G. JENSEN. David Sarnoff 
Gold Medal, Society of Motion 
Picture and Television Engineers, 
for technical contributions to tele- 
vision; Hagemann Gold Medal for 
Industrial Research, Royal Tech- 
nical College, Copenhagen. 








oF 


iy 


R. KOMPFNER. Awarded Dudell 
Medal by the Physical Society of 
England for his original work on 
the traveling wave tube. This new 
amplifier makes it possible for 
long distance microwave high- 
ways to carry more telephone 
conversations and TV programs 
simultaneously. 

















WARREN A. MARRISON. Awarded 
the Tompion Gold Medal, Wor- 
shipful Company of Clockmakers 
of the City of London, for pioneer 
work on quartz crystal. oscillators 
as precision standards of time. 
This control of electrical vibrations 
is used to send many voices over 
the same telephone line. 











W. G. PFANN. Awarded the Mat- 
hewson Gold Medal by the Amer- 
ican Institute of Mining and 
Metallurgical Engineers for dis- 
covery of and pioneering research 
in zone melting. This provides 


the extraordinary purity of silicon 


manufacture of transistors. 


and germanium needed in the | 
| 
| 
j 


| 





CLAUDE E. SHANNON. Awarded 
the Stuart Ballantine Medal by 
the Franklin Institute for contri- 
butions to a comprehensive theory 
of communication. This greatly 


illuminates our understanding of 
how communications systems 
handle information. It points to 
new ways to improve service 





Partners and Pioneers in Progress 





On this page are some of the Bell 
Telephone Laboratories scientists and 
engineers who have been honored re- 
cently for outstanding achievement in 
the sciences that bear on telephony. 

We are proud of this fine recogni- 
tion of their work and the contribu- 
tions of the many other engineers and 
scientists who are helping to make 
telephone dreams come true. 


Working together to bring people together... BELL TELEPHONE SYSTEM 


For always there have been dreams 
and high hopes in the telephone busi- 
ness. Growth begets growth. Research 
reveals new vistas. The words of thirty 
years ago are even more true today. 
“The future of the telephone holds 
forth the promise of a service growing 
always greater and better and of a 
progress the end of which no one can 
foresee.” 


A considerable part of that proph- 
ecy has been fulfilled. But great as the 
progress has been, there is still greater 
progress to come. 

Never have there been so many op- 
portunities for wholly new develop- 
ments in telephone service and so 
much well-rounded research to put 
behind them. All that has been done 
is just the beginning. 
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The Trend of Events 


THE TASK AND THE TOOLS... At no time has an) 
nan coming into government approached his tas! 
vith more realization of what was involved, or wit) 
zreater basic ability to handle the job than retiring 
Secretary of the Treasury Humphrey. 

Actually, in a situation best expressed as “betwee 
he devil and the deep blue sea,” he undertook t 
solve Federal financing problems of monumental! 
proportions—so that we can all sympathetically re- 
ceive his candid statement that he was unable t 
iccomplish his purpose to shift a larger portion 
of the national debt into long term bonds, and wa 
obliged to resort to short term financing. 

This project was close to his heart. That he wa 
unable to accomplish it is a sign not only of the 
immense complexity of the problem, but the ter- 
rible handicaps that people of ability must fac: 
when attempting to work miracles in a political at 
mosphere. 

As the situation deteriorated, it not only affected 
top-quality governments but corporate obligations 
as well, And the criticism of Mr. Humphrey mounted 
among banks and other institutions, the normal out- 
lets for government obliga- 


ture is absolutely essential. Abusing Mr. Humphrey 
without constructive suggestions is not going to ac- 
complish any purpose. The common sense way is 
to face the facts and work together to solve this basic 
financial] problem—on which our well being depends. 


THE SMALL CAR INVASION ... The influx of foreign 
cars—especially the small car—is likely to produce 
serious competition for the domestic automobile 
companies. The low cost and economical operation 
of the foreign car has not been considered serious 
competition in the American market, but the rapid 
acceleration in the sale of these imports this year 
has been so impressive as to induce General Motors 
and Ford to enter the field by importing some of 
their own small foreign-made cars. 

While they are obviously bringing them in to 
shore up the business of their middle-priced dealers, 
there is the chance that by entering the field them- 
selves they are giving recognition to the growing 
movement toward imported midgets as second or 
third family autos—and also encouraging their gen- 
eral purchase as first cars. This is quite possible, 

especially in light of the 





tions, and understandably so, 
as they began to feel the ef- 
fect of paper losses in their 
portfolios and the diminu- 
tion of their liquidity. 
Federal financing today in- 
volves problems that are so 
fundamental that the sugges- 
tion of Senator Byrd for a 
massive investigation of the 


ake ss - regular feature. 
nation’s entire financial struc- 9 f 





We call the attention of the reader to and 
our Trend Forecaster, which appears as 
a regular feature of the Business Ana- 
lyst. This department presents a valu- 
able market analysis of importance to 
investors and business men. To keep 
abreast of the forces that may shape 
tomorrow’s markets, don’t miss this 


higher cost of living, taxes, 
heavy instalment pay- 
ments on homes and appli- 
ances that will be cutting 
down disposable income for 
the next two years. This 
would be helped along by the 
irritation being expressed re- 
garding the greatly increased 
size of medium and low-priced 
cars, which are too long for 
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the garages built to house cars of a previous vintage. 

We might also point out that by importing these 
cars, the auto industry will be adding fuel to the 
complaints of the traffic and highway engineers and 
police authorities, who have been voicing’ their criti- 
cism for some time now that American made cars 
are too large—too unwieldy in traffic. Of course, any 
further slowdown in the automobile industry is 
bound to increase the number of unemployed, which 
already has reached large figures in Detroit. 

The ramifications of this situation are broader 
than appear on the surface —and may even en- 
courage higher tariffs for automobiles and have 
unexpected effects on the import and export market 
for other goods. 


TITO IS FRANK... After Edward R. Murrow’s CBS 
Television interview last Sunday, it will be impos- 
sible for any Tito apologist to still insist he is moving 
toward capitalism. 

In telling his own story, Tito made it clear beyond 
a doubt that he is a Totalitarian Communist, with 
the one exception — that he does not want to be a 
satellite of the Soviet Union, but an equal—and that 
he will continue to maneuver for equality with the 
Kremlin. 

That he is wedded to communism is very evident. 
To think anything else would be wishful thinking 
on our part. In his relations with us, we must keep 
in mind that he is not now—and never will be in 
sympathy with our basic aims. And it was made very 
clear that his association with us enables him to 
straddle his position vis-a-vis Moscow, in the hope 
that eventually he will receive recognition as the 
leader of the East European Bloc of Communist 
States. 

In fact, he has followed the Communist line in 
suggesting that the two ideologies can live in peace 
in this world together, knowing full well that the 
goal of the Kremlin is World Communism, and that 
subversion and infiltration are basic machinery. 

At the moment he has a very powerful ally in 
Mao Tse-tung, whose ambitions are far greater than 
Tito’s, in that he wishes to become the supreme 
leader of World Communism, while Tito seeks per- 
sonal leadership in an affiliation of East European 
Communist States similar in character to the British 
Commonwealth of Nations. 

And now that Mao Tse-tung is about to embark 
on a trip to Eastern Europe, it will be very inter- 
esting to see what takes place between the Kremlin, 
Mao Tse-tung—and Tito. 


THE ORIENTAL MIND... The world read with interest 
Mao Tse-tung’s pronouncement of “enlightened 
socialism” — and wondered whether this was not 
merely a catch phrase designed to influence the 
weary, hopeless people not only in China but in 
Communist countries everywhere. 
And one wonders too whether his 
mendation “that a hundred flowers bloom and a 
hundred schools of thought contend” may not have 
had a more practical connotation —that of clearly 
exposing the leaders and the existing opposition, 
so that in one fell swoop the “‘heads of the flowers” 


poetic recom- 


could be swiftly cut and smashed — and rolled in 
the dust. 

Already Premier Chou En-lai is taking action by 
arresting the courageous college professor who re- 
cently criticized the present government, and a top 
general received a warning “that greater freedom 
is not license to criticize”. 

The Oriental mind moves in devious ways for 
here wits have been sharpened by centuries of 
struggle for survival. They are humble when need be 
Reasonable and philosophical when that is to thei 
interest. And they can be brutal and cruel when they 
are on top. 

In his coming tour of Europe we can expect Mac 
Tse-tung to behave in a most benign and tolerant 
manner. But will he be able to overcome the fears of 
the long-suffering, disillusioned people of the Com- 
munist satellite countries—in the light of what they 
know of the millions that have been just as brutally 
slaughtered by the Chinese over-lords as they were 
in Hungary by their Russian masters. We shall see 
what we shall see. 


THE GENERALITIES IN THE AVERAGES .. . Too much 
attention, and for too long a time, has been paid 
to the averages as a means for evaluating security 
trends. 

This is a fallacy and entirely unrealistic as a 
gauge to individual issues. We have had striking 
examples of this in recent markets, in which a rela- 
tively few stocks had violent fluctuations up and 
down, with a disproportionate affect on the aver- 
ages and with no realistic relation to other stocks. 

The averages were useful when the market con- 
sisted of only a small group of companies. But since 
the ’20’s the number of listed stocks has greatly 
multiplied, so that the averages today merely reflect 
the shortage in the floating supply and the specu- 
lative interest in individual stocks. 

Individual and institutional investment portfolios 
have taken large blocks of stock off the market, so 
that in many instances the floating supply has be- 
come rather limited and leads to trading in these 
stocks for a quick turn. 

While the general market averages can be most 
fallacious, group averages have their place, because 
they segregate the stocks in individual industries. 
And, even in this case, it is always well to check 
the comparative position of the individual compa- 
nies to know which is faring the best — which is 
static—and which is in the poorest position—based 
on earnings, dividend and outlook. 


However, as we know, a large number of com- 
panies are in a multi-industrial categery, with 
their risks well distributed, so that the factor of 
their importance in an industry depends in a large 
measure on the extent to which thev are involved in 
that industry. 

At this time in particular, we believe it is im- 
portant for subscribers to base their judgment on 
facts, figures and prospects of the companies in 
which they are interested, and avoid action based on 
the generalities in the averages. 








BUSINESS, FINANCIAL and INVESTMENT COUNSELLORS: :1907—“‘Over Forty-nine Years of Service”—1957 








444 


THE MAGAZINE OF WALL STREET 


ce oa 


dome 
The! 
tion, 
s hed 
o' 19 
i) th 
dome 
ipa 
d rec 
unde 
Trad 
tie 
on stu 
Th 
publi 
Gray 
top-le 
sistir 
of Si 
mere 
to st 
conti 
with 
menc 
est p 
comn 
by ¢ 
Wee 
Hert 
form 
Arth 
sulta 
tee | 
dent’ 
recto 
Mr. 
auth 
stric’ 
ports 
Th 
sign! 
a sin 
impo 
most 
same 
most 
ing 1 
ing t 
Neg 
the 1 
reall, 
our ( 
for t 
on fc 
easil: 
then 
resol 
serve 


SUL) 


led in 


one mr re 




















‘on by | / ' : 
Oe J See Jt —_—— 
a top | ° 
eedom [| 
ote OIL IMPORTS AND NATIONAL SECURITY 
ies of 
ed be 
- their The long-standing controversy of imported vs. although we still have a vast accumulation in the 
n they § domestic oil has once again jumped into the headlines. ground. (However, this potential shortage does not 
The new Director of the Office of Defense Mobiliza- of course take into consideration the tremendous 
t Mac — t'on, Gordon Gray, has notified the President that the development work that is going on of alternate 
lerant | Ss heduled level of oil imports for the second half sources of shale oil and off-shore drilling.) There- 
ars of | 0. 1957 was so large that it might cause a cut-back fore, the argument that by supplementing our do- 
Com. | i. the production and exploration activities of the mestic production with a fair portion of foreign 
+ they | domestic oil industry. If this were to happen it would oil we stretch our own reserves by that much and 
utally | impair our national security, according to the ODM are thus contributing to our long-range national 
were | @ rector who is charged, security is not to be dis- 
ll see | under the Reciprocal missed either. 
Trade Law, with keeping Another angle is the 
the President informed economic one. Finding 
much | ©n such matters. new domestic oil deposits 
paid The President has now is becoming an increas- 
urity | publicly agreed with Mr. ingly expensive proposi- 
: Gray and has named a tion since it means drill- 
top-level committee con- ing ever deeper wells, 
4S 4 | sisting of the Secretaries and going into less acces- 
iking of State, Defense, Com- sible areas. All these fac- 
rela- merce, Interior and Labor tors may tend to push 
and |} t) study the oil import the price of domestic oil 
ve i | controversy and come up steadily upwards. How- 
OCKS. | with findings and recom- ever, imports from Vene- 
con- | mendations “at the earli- zuela, the Middle East 
since | est practicable date.” The and Canada, where o | is 
eatly | committee will be chaired found under much more 
eflect | by Commerce Secretary favorable conditions, 
pecu- | Weeks and will have would act as a ceiling on 
Herbert Hoover, Jr. and domestic oil prices by dis- 
‘clios | former ODM Director couraging exploitation of 
t, so | Arthur Flemming as con- the least productive and, 
; be- | Sultants. If the commit- thus, most expensive oil 
these | tee supports the Presi- depos_ts. In an inflation- 
dent’s and the ODM Di- ary period, such as we 
rector’s expressed views, are going through now, 
most | Mr. Eisenhower will be this is an important con- 
ause | authorized to impose re- sideration since an _ in- 
TleS. | strictions on further im- crease in the price of oil 
heck ports of foreign crude oil. would have a direct effect 
mpa- The committee’s as- on virtually every private 
h is ) signment is certainly not consumer and_ business 
ased | simple one. For the oil concern in the country. 
import issue is one of the Then there is the re- 
com- | most complex and, at the gional issue. For Texas, 
with | same time, one of the ae Serene Ue , Oklahoma, Louisiana, 
r of | most vital problems fac- Thiele In The Los Angeles Mirrer-NewS = California and a few 
arge | ing this country regard- other states, oil is the 
din | ing the long-range position of oil. major industry and any reduction in oil production 
National security is only one aspect of it, though has an immediate and prominent effect on the state’s 
im. the most important one. For if imported oil were economic well-being. The East Coast states, on the 
t on really to bring about a permanent retrenchment of other hand, are located closer to tanker route to 
3 in | oUF domestic oil industry we might end up relying Venezuela than to the Texas Gulf and they can land 
don for the bulk of one of our most basic commodities a barrel of oil cheaper from either the Caribbean 
on foreign supply sources from which we might be or the Middle East than from any of our own major 
easily cut off in an international emergency. It would oil states. The bulk of all imported oil is therefore 
then be too late to start developing our domestic oi! delivered and consumed on the East coast which 
57 resources. On the other hand, our domestic oil re- relies for over half of its total oil needs on imports. 


serves are limited from a long-range viewpoint, 
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Technical Factors Distorting Stock Values 


Reflecting an impaired technical position and belated investment concern over sharply 
higher bond yields, the market has had a sizable fall from recent recovery levels. A mod- 
erate rally late last week does not rule out a further downside test. Prospects for late-1957 
business activity remain unclear. We continue to advise a conservative. selective portfolio 


policy. 


By A. 


Fi: perspective, we begin this analysis of the stock 
market with a question. What was the basis of the 
February-June rise in average stock prices, and what 
changes in it account for the recent sizable sell-off? 
Varying in order of importance from time to time 
and necessarily inter-related, the general considera- 
tions are (1) economic, (2) monetary, (3) psycholog- 
ical, and (4) technical. The economic factors bear on 
total corporate profits. The monetary factors affect 
the economy in substantial degree sooner or later, 
and bear directly on the relation of stock yields to 
bond yields. Together, these two over-all factors affect 
stock values via earnings, dividends and the mathe- 
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matics of investment yield. | 

Investment psychology and the technical position 
of the market have nothing to do with underlying 
stock values, but a great deal to do with stock prices 
at any given time—often more to do with them than 
the fundamental economic-monetary factors, In the 
absence of decisive change for better or worse in 
business activity, and in over-all earnings and divi- 





dends, all market swings of the past two years or so 
have been of relatively moderate “intermediate” char-! 
acter, principally reflecting variation in investmen:-| 
speculative sentiment and in the market’s technical 
position. The latter can be decisive in a limited-range 
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MEASURING MARKET SUPPORT 


CONSTANTLY SHIFTING SUPPLY & DEMAND 








market—for if values, measured by earn-! 
ings and dividends, are relatively static,| 
it does not take much rise in stock prices} 
to put a brake on demand or much fal! 
to bring in buyers. Therefore the market 
has for an extended time been alternat- 
ing between over-bought and over-sold] 
technical positions. 


What Has Changed? 

The February-June upswing started] 
from an over-sold position, following. aj 
decline by the Dow industrial average of 
12.7% from its August, 1956, high. The 
12.8% rise to the June 17 high took it to 
an over-bought position, as demonstrated] 
by the subsequent retreat therefrom.} 


duction was edging downward, as it is} 
now. Throughout most of the upswing— 
all of it from about mid-March onward—| 
bond yields were persistently rising, as} 
they have continued to do more recently. 
This trend in output and yields is ex- 
pected to continue in the same pattern. 

If you ask why investors ignored these 
plain trends during the market rise, but 
are paying attention to them now, we 
cannot answer the question. Maybe a 
psychiatrist or psychologist could. Com- 
ing down to cases, utility investors 
laughed off the steep rise in bond yields 
through May 21, when this average at- 
tained a new bull-market high; but have 
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in the oil industry, about 339 

possible official action to 330 sca ual oop tina aaa <0 

1es re strict oil imports at some 300 COMBINED STOCKS -. 
d.magie to international 

companies, and about rum- 515 

ib ings of anti-trust actions ~3€5 

relating to pipe-line con- ass 


itrol. There was nothing T ts 
new in the picture—except " 
hthat oil stocks rose to a 
technically vulnerable lev- 
at the June highs; and 
tl at reaction therefrom fo- 
cused attention on facts 
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aid uncertainties pre- $9 
v ously ignored. ; 
The market zig-zagged ” 
} down from last August in- 4 bal 
' , . 72 : ped 
_, | tc February — with busi- m0 
osition§ noss activity, earnings and = 
arlying 7 . : ateans 1 75 _ 
y. dividends on high plateaus 10 
prices} t} roughout the period — ttt 3 “a 
n than primarily because it was +H a 10 
In the} tco high and technically Po ; ~~ 
rse€ In} yilnerable at the August ‘oo = 33 
d divi-§ top, Only as the decline ae OS at 
S Or £0) progressed did investors 





*cha “} begin to get preoccupied 
tmen*-| with the possible implica- 
‘hnicall tions of the Federal Re- 
-range; serve’s tight-money policy 
7 earii-| and to worry about pos- 
static.) sible coming business re- 
prices} cession. In February, with 
ch fall} the market over-sold, the 
narket} production index was at 146, four points higher than October to a May 21 top. A moderate rally developed 
ernat-} in the starting month of the market’s decline and only subsequently and was maintained in light trading 
2r-sold] 1 point under its December pe ‘:. The expansion oi volume to the week end, with rails showing more tech- 
business inventories had flattened out, but without nical strength for the time being than industrials 
any contraction in inventory totals. Plant-equipment (since the latter had been much more exploited on the 
' outlays remained at a peak level. Personal income and _ prior rise) ; and with the utility section doing little 
spending, governmental spending and the gross na- more than level out. 











tarted} tional product had continued in a moderate upward We look for nothing better than a selective, trading- 
ving. aj trend, which has been extended to date. So the market range market, as heretofore, over the medium term. 
age of} began to rally. It is guesswork whether the sell-off will be quickly 


h. The} As the recovery proceeded, investors and profes- extended; whether it has already been sufficient to 
k it to} sional investment advisors increasingly “played up” facilitate some summer-period improvement; and, if 
trated} the brighter side of an essentially unchanged picture. the latter, whether it could be more than mild. We 
*from.} Doubts about business propect faded—replaced by ex- think this is a good time to “wait and see” for a while. 
il pro-} pectation of “well-maintained business activity into In broad technical terms, it remains a market without 
s it is} the third quarter”, hopes for a “coming fourth-quar- strongly defined basic trend. There is no reason to 
wing—) ter rebound”, and a marked revival of emphasis on think that the February low will be broken unless and 
vard-} inflation to justify a bullish investment policy. Now’ until we get evidence of business recession instead of 
ng, as} that the limitations of an up-and-down trading-range a fourth-quarter pick-up. There is reason for doubt- 
ently. market have again been demonstrated, sentiment is ing that the composite market average can better its 
is €x-| more cautious; there is debate whether the sell-off August, 1956, top by much, if any, even if there is 
ttern.} will go further and how much; there is less talk about some later business betterment. 


| these| “the usual seasonal summer rise”; there is more con- Finally, there are sobering basic questions. Can a 
e, —_ jecture about later-1957 business prospects. capital-goods boom run forever, despite tighter and 
w, wel tighter money, and increasing over-capacity in many 
ybe al Recent Market Pattern > lines? None ever has before. Have the mild 1948-1949 
Com- and 1953-1954 recessions, and the milder recent lull, 


estors At the poorest closing levels early last week, the really proved that we can count on nothing worse than 
yields} industrial average had given up nearly 27% of the “rolling adjustments”, with more general cyclical de- 
ge at-| February-June rise; rails 53% of their relatively in- clines outmoded? The affirmative answer is theoreti- 
- have} significant recovery to a mid-May high; the utility cal, the case really unproven. There is no change in 
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nsion| average about 54% of the phase of advance from last our conservative, selective policy.-MONDAY, JULY 1. 
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Since early 1955, the dominant strength in 
American business conditions has come from an alto- 
gether unprecedented wave of business demand for 
new plant and equipment. The wave has had many 
happy consequences: it has greatly improved the 
position of machinery producers; it has increased 
rational productivity; it has raised living standards; 
it has helped to fight rising labor costs; it has con- 
tributed to the national defense, now and in the 
future. And each machine has, if only in small de- 
gree, advanced the long-term change in the character 
of labor required of the working man, from manual 
drudgery to machine guidance. 

But additions to plant and equipment at the 
present rate of nearly $40 billion a year have some 
other consequences that are very considerably more 
complicated than appears to the naked statistical 
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Capacity and Over-Capacity 
—Industry-by-Industry 


By HOWARD 


NICHOLSON 


eye. Something like half of the total represents a 
direct, planned addition to capacity. The remaining 
50% is often described as “modernization” outlays, 
designed not to increase capacity but to improve effi- 
ciency. It is generally recognized that even explicit 
“modernization” expenditures usually yield an ex- 
pansion of output potential. 

At a $40-billion spending rate, national capacity is ris- 
ing, and rising rapidly. Moreover, the self-governing 
arrangements that would act to bring this rise to a halt 
at the right time are slow, painful, inaccurate, inequita- 
ble, and perhaps dangerous. 

For example: When the production of commodity 
X is too great for the market to absorb, production 
drops below consumption, until the inventory glut 
is cleared up. The process is simple. It is fast—rang- 
ing from a few weeks to a few quarters. Operating 
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results and earnings reports may look a little sick 
in the adjustment period, but the basic values of the 
company are not eroded. But what happens when 
the capacity to produce commodity X gets seriously 
above demand? What arrests the growth in capacity ? 

What arrests it is a persistent decline in earnings, 
to a point where management and the investment 
market are forced to realize that the industry as a 
whole has over-anticipated its growth. And what 
causes the decline in earnings? Falling prices. And 
what causes falling prices? Increased competition 
from producers, none of whom can any longer fil! 
his order books because so much capacity is avail 
ale. The process is long, involved, uncertain. In th 
past, it has worked itself out only long after the need! 
was clear; and it has left in its wake a surplus o 
oitput capacity that has plagued the market not for 
veeks or quarters, but for years. One cannot liqui 
date expensive surpluses of plant and equipment th 
way one liquidates ordinary inventory, As the proces 
drags out, capital values of companies are affected 
k_ng-term estimates of current and prospective earn 
iug power are revised downward. 

These sober reflections on the character of th« 
overcapacity problem arise because the present rat 
of outlays for new capacity is now so high, and als: 
because there is evidence in a number of important 
industries that the question of excess capacity i 
already present. 


Manufacturing Capacity: How Fast is it Rising? 


One of the great difficulties in analysis of th 
capacity problem of manufacturing industries it 
general is the lack of reliable figures. Data on capa- 
city even in an individual industry are hard enoug! 
to put together; for manufacturing as a whole, th« 
statistical problem becomes virtually unmanageable 

However, the available figures on manufacturin; 
plant and equipment, expressed in dollars (rather 
than in physical capacity) provide at least a rough 
measure of the dimensions involved. At the end o° 
1954, the net plant and equipment of all manufac 
turing corporations was about $66 billion, in book 
value, Against this book value, corporations were 
charging about 10° in annual depreciation. Studies 
of the problem of underdepreciation of capital as- 
sets, conducted by the Machinery and Allied Prod- 
ucts Institute, among others, suggest that in terms 
of current costs of plant and equipment, a true 
depreciation charge would have been about $9 bil- 
lion, which would mean 


the remaining $6 bilion thus represents new capacity. 
The rate of increase, at current spending levels, is 
accordingly in the neighborhood of 6° per annum. 

This is a very appreciable rate of increase; the 
growth in the output of manufacturing industries 
has been only about 2° per annum in the past 
three years of booming business, and has averaged 
little better than 3°% in the entire postwar boom. 

Moreover, there is a strong likelihood that the 
6‘% rate of capacity growth is a distinct understate- 
ment, The $10 billion now spent on plant and equip- 
ment to replace exhausted plant is buying the most 
sensationally productive tools in history; vastly 
more complicated tools, larger tools, new-process 
tools, whose capacity per dollar of current cost is 
immensely greater than the capacity of the tools 
they are replacing. Here statistics bogs down com- 
pletely; there is no generally accepted measure of 
how improvement in equipment is raising national 
production capacity. But it may well be that the 6% 
rate of increase calculated above, without regard to 
tool quality, should be in the neighborhood of 8” 
per annum after adjustment for tool quality. 

So much for the aggregates. As we move into 
particular industries and groups of industries, the 
picture of what is happening to capacity becomes 
clearer. Take, for example, the great raw-materials- 
producing segment of the manufacturing sector. Fed- 
eral Reserve figures on capacity indicate that total 
national capacity for the production of key raw ma- 
terials is now about 70% greater than in the early 
post-war years, whereas production of these ma- 
terials is only about 50° greater, on aver- 
age. And total production of all goods—raw ma- 
terials and finished commodities—is up only a little 
more than 40°. Included among raw materials for 
which direct capacity measures are available are 
paper, paperboard, pig iron, steel ingots, cement, 
synthetic fibers, petroleum products, and primary 
aluminum. No one of these industries is now pro- 
ducing at its present capacity. In paper, paperboard, 
steel, synthetic fibers and petroleum, output is off 
substantially, and these industries are already suf- 
fering the pangs of disengaging facilities from oper- 
ations. Yet in every instance except synthetic fibers, 
capacity is still rising, in most cases by about 5° per 
year, and large expansion plans are still reported to 
be on drawing boards for the near future despite the 
disquieting symptoms of lower demand. 

And this, of course, is only the surface of the prob- 

lem. Important as these 

















that the existing stock 
of fixed investment in 
manufacturing was 
worth roughly $90 bil- 
lion in 1954 at today’s 
price level and perhaps 
$100 billion today. 

At what rate is this 
capacity being added to? 
Manufacturing corpora- 
tions are now spending 
at an annual rate of 
about $16 billion on new 
productive facilities. 
They are consuming 
plant and equipment at 








STEEL AS A BAROMETER 


Because of the basic importance of steel to other | 
major segments of the economy, the industry’s out- 
put, measured as a percentage of capacity, is one 
of the most important economic barometers. 

When most people think of capacity they think 
of the steel industry's total output. Actually, steel- 
making capacity is rated by calculating the ton- 
nage of ingot steel that the industry could produce 
in a given period, if plants were operating at full 
blast. It is a measure of the industry's potential 
ingot output, determined on a company-by-com- 
pany basis, with adjustments made for break- | 
downs, vacations and normal stoppages. 


—_ ; raw materials industries 
undoubtedly are, even 
more important are the 
tremendous, wide-rang- 
} ing finished goods in- 
i} dustries. And here the 
i} situation appears to be 
| even more acute. 

Take, for example, the 
automobile industry. 
In 1955, the industry 
proved itself capable of 
turning out in excess of 
8,000,000 automobiles. 
In 1956 it produced 
less than 6,000,000. In 
1957, after the expendi- 














about $10 billion a year; 
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CAPACITY VS PRODUCTION a 
(ANNUAL CAPACITY JANUARY 1952 — 100) CAPACITY PRODUCTION 
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ture of an additional $3 billion on plant and _ hardly solved the problem. TV sets to the number 


equipment (about $1.7 billion in 1956, and another 
$1.3 billion this year) its output is running at a 
rate of about 75° of the 1955 rate. 

Of course, much of the $3 billion spent in recent 
years is for retooling for individual models, which 
in turn makes obsolescent the tools formerly used 
and is thus not a net addition to the industry’s pro- 
ductive capacity. Depreciation allowances in the in- 
dustry now amount to only about $500 million a 
year, however. Even revaluing this depreciation up- 
ward to take account of current replacement costs, 
it must be clear enough that aggregate output capa- 
city has been rising since 1955. 

This leads to a striking conclusion, which de- 
serves much more stress than it has received in the 
business press. The American passenger car indus- 
try, even after consolidations, and even after the 
spate of diversification among the industry’s sup- 
pliers of parts, is evidently now capable of produc- 
ing 9,000,000 cars a year. It is producing 6,000,000. 
The 6,000,000 must carry all the overhead costs, of 
course, which helps to explain the price uptrend in 
automobiles, which in turn helps to explain the price 
resistance of buyers, particularly for the profitable 
middle-range. This cycle of higher cost, then higher 
price, then price resistance is a classic illustration of 
the over-capacity mechanism at work. 

Much the same could be said of a host of other 
major consumer durables. It is hardly any secret that 
the consumer durables industries have become ex- 
haustingly, even dangerously competitive in the 
past three years. In 1947 20,000,000 radios were 
produced in the United States; in 1957, production 
is running at about 14,000,000. Much of the excess 
radio capacity in the early postwar years found its 
way into the television industry, of course, but that 
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of 7.5 million were produced in 1950, the industry's 
record year. Huge sums have been invested in tele- 
vision capacity since 1950; this vear the industry 
will produce between 6.5 and 7.0 million sets, (con- 
taining, on average, fewer parts than the 1950 sets). 
No figures on actual television capacity are avail- 
able; but it is certainly likely that the industry is 
operating as much as 25‘? below its normal capa- 
citv. With the exception of very few, very modern 
innovational appliances, such as the electric skillet, 
production capacity in consumer durables is now 
substantially in excess of foreseeable levels of de- 
mand. This unfortunate fact has already become 
apparent in vicious price competition, and has even 
reached the point where some of the most successful 
members of the industry have entered on a curtail- 
ment of their own expansion programs. In consumer 
durables, the capacity problem has well nigh come 
full circle; from excessive expansion, to price pres- 
sure, to falling margins, to curtailed investment. 


Homes and Farms 


In two other major business areas capacity prob- 
lems are also acute. In the homebuilding industry, 
the level of output rose to about a 1.5 million annua! 
rate during 1950. That rate has never since been 
equaled, although it was approached in 1955. The 
starts rate is now fully one-third below the indus- 
try’s demonstrated potential in 1950. It is true, of 
course, that the houses built today are considerably 
larger, and it is also true that increases in non- 
residential building activity have siphoned off some 
of the capacity available for homebuilding in 1950. 
Nevertheless, in the broad range of industries whose 
primary market is (Please turn to page 496) 
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GROWING TREND TOWARD RENTING— 
vs OWNING CAPITAL EQUIPMENT 


EDELSTEIN 


By 


From giant corporations down to the corner 
luncheonette, American business is turning increas- 
ingly to rentals as a means of conserving much 
needed cash, preventing losses through obsolescence 
and operating more on a pay-as-you-go basis. 

The leasing of business machines, packaging ma- 
chinery and specialized railway cars has been big 
business for a long time, but onlv in the past few 
years has the combined impact of heavy taxes, 
inadequate depreciation policies and squeezed cash 
positions provided the spur for companies to seek 
out rental arrangements on capital goods and 
machinery. 

Before the Korean conflict there was a budding 
leasing movement in industry, but it was aborted 
by the advantages contained in fast write-offs offered 
under certificates of necessity. But with accelerated 
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amortization no longer available to industry gener- 
ally, the rental movement began to pick up steam. 
The list of leased items now literally covers the entire 
industrial spectrum and occasionally makes business 
headlines, as when U.S. Steel recently leased a mas- 
sive oxygen unit from the Linde Division of Union 
Carbide. Companies now rent machinery for pro- 
duction and accounting, and entire plants for hous- 
ing complete business operations, in addition to cars 
for their salesmen, planes for executives, trucks for 
shipping, and lift trucks for warehousing and in- 
plant transportation. 

Even the government is trying hard to get into 
the act. The General Services Administration has 
plans for at least 99 public building projects to be 
erected by private concerns and leased by federal 
agencies. The program has run into snags because 
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— 
of the low interest rates GSA ‘as to offer as an The advantages are obvious. Faced with a need} [T _ 
inducement, but so far the agency has lost none of for expansion of capacity, the companies find ready } 
its hopes for the project’s eventual success. Munici- buyers and future landiords among the cash-rich| 
palities, too, are trying variations on the theme. insurance companies and investment institutions, § 
Philadelphia has leased the publicly owned municipal who are only too glad to take on prime tenants with 
gas works to private operators, and is now attempt- little risk. The company converts a written down f 
ing to follow a similar pattern in unscrambling the asset into cash and gains attractive tax advantages, } 
city’s transportation mess. Florence, Alabama, and the investor holds title to valuable property } 
availing itself of a section of the tax laws that allows’ with little responsibility for its care and upkeep. ' 
municipalities to float tax-free industrial develop- i 
ment revenue bonds, has induced the Stylon Cor- Paper Profits and Cash Poverty j 
poration to set up shop there by building a plant and 2.- 
then long-term leasing it to the company. But although leasebacking is a growing new field, | 3.- 

it is but one area of the vastly expanding rental} 
Leasebacking movement. The reasons are not really hard to find. 
Many corporations, forced to finance their customers | - 
Not long ago, the Penn-Texas Company made from the inventory stage through delivery, have | 
front page business news when a number of its found that accelerating new orders often lead to } 5.- 
stockholders challenged the terms under which the paper profits but cash poverty. The need for equip- | 
company sold and then leased back some of its in- ment to produce on the incoming orders requires | an 
dustrial plants. The suit brought the growing prac- cash outlays that cannot be recaptured for years | 
tice to the attention of Congress, where a short-lived under normal depreciation methods, and often not § 
attempt was made to remove some of the tax advan- at all since depreciation practices are frequentl 7- 
tages of leasebacking. Congressmen were particu- inadequate to offset mounting replacement costs 01 + 
larly incensed at some contracts which contained an obsolete or worn out machinery. 
option to buy, deeming this a mere tax dodge, but it The difficulties have been compounded by higt 
soon became apparent that nearly all were bonafide corporate taxes, since the tax collector will not take | 
transactions. inventories or finished products as his pound of | 
Leasebacks are particularly attractive to compa- flesh, but demands cold cash. Over the years, the 
nies requiring substantial cash for day-to-day opera- net effect for many companies has been a gradua 
tion and to whom it is disadvantageous to immobilize draining away of cash reserves and the eventua 
capital in plant and equipment. With funds costly resort to quarterly borrowings to meet tax dead. 
and harder to obtain in a tight money market, the _ lines. 1.- 
movement is spreading rapidly. Sears-Roebuck, Safe- By turning to rentals, a ready solution has beer | 2- 
way, Food Fair and Montgomery Ward have long found for a number of pressing corporate problems. ; 
been in the vanguard of companies employing lease- No large cash outlay is required for needed equip- 3.- 
backs, but the practice is becoming so widespread ment, either for outright purchase or installment i 
that one construction firm recently predicted that plan buying. The company is not saddled with 
in ten years two-thirds of all domestic companies chattel mortgages—financial reports are not weighted oi 
will be leasing their plants and warehouses. Already down with notes payable, always a threat to lines *- 
such industrial goliaths as General Motors, U. S. of credit—capital is not frozen in fixed assets and is | [i 
Rubber, U. S. Steel and General Electric have joined available for capital turnover—tax savings, in most 
the parade and others are falling in step rapidly. cases greater that depreciation allowances would affo1 
by k 
_ thre: 
Companies Active in the Equipment Rental Field a 
Net Sales ing ’ 
% Rentals be si 
of 1956 Ist Quarter Earnings Per Share Indicated this 
1956 Sales 1956 1957 —_— Ist Quarter 1957 Recent Dividend Price Range Sc 
(Millions) 1956 1956 1957 Dividend Price Yield 1956-1957 maj 
Addressograph-Multigraph  $ 86.9 $ 62.9! $80.4! $834 $6.07! $5.60! $4,007 187 2.1% 204 -108 re 
American Machine & Foundry 198.0 11.5% 43.4 58.9 3.00 85 1.06 1.20 38 3.1 4034- 24% and 
Ex-Cell-O Corp. 150.2 19.2" 30.1 43.9 4.01 88 1.16 1.50 42 3.5 5134- 31% = k 
Food Machinery & Chem. 302.1 3.3” 67.5 78.4 4.74 1.19 1.75 2.00 61 3.2 77 - 51 mas 
General American Transp. 194.9 48.5- 48.4 49.7 5.71 1.30 1.43 3.50 83 42 88 - 60% » ay 
Hertz Corp. 58.7 40.4 12.3 16.7 2.63 48 51 1.00 37 2.8 41%- 27% me 
Int. Business Machines 734.3 67.0% 155.4 215.7 6.55 1.43 1.78 2.40 327 7 345 -149 Tool 
Pitney-Bowes 43.5 49.0 10.7 11.3 3.14 78 WA 1.607 67 2.3 70%- 45 _ 
Sperry-Rand 710.7% 10.0!) «511.74 = 616.8% = 1.80" = 1.284 ~~ 9..225 80 23 3.4 29%- 20 — 
Union Tank Car 34.5 8.1 9.9 2.40 65 64 1.60 29 5.5 36 - 27% 
United Shoe Machinery 88.4" 40.8" na na 5.118 na na 3.00 40 7.5 45%- 395% 
na—Not available. '‘—9 mos. ended 12-31-55. S—Approximate. Int 
19 mos. ended April 30. °—9 mos. ended 12-31-55. °—Percent rentals, etc., in 1955. pate 
2—Total received from service. 6—Year ended 2-28-57. 10_Approximate, 1955. of tl 
3—Year ended March 31, 1956. 7—Plus stock. rece} 
its e 
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Ist 2nd 3d 
PURCHASE Year Year Year 
1.—Unrecovered cost (before taxes) $10,000 $9,000 $8,000 
2.—Allowable depreciation 1,000 1,000 1,000 
3.—Net cash recovery of deprec., 
after taxes 480 480 480 
4.—Total unrecovered cost 
(after taxes) 9,480 8,960 8,440 
5.—Val. of money @ 6% (int. 
and/or earnings on capital) 568 538 506 
6.—Cumulative total of value of 
money at 6% 568 1,106 1,612 
7.—Total Cost (Nos. 4 and 6) 9,954 10,066 10,052 
*—Cost over ten year period. 
LEASING—$10,00: 
Ist 2nd 3d 
LEASING Year Year Year 
1.—Lease cost before taxes $4,010 $3,510 $2,310 
2.—Lease cost after taxes 1,924 1,684 1,108 
3.—Value of money @ 6% 115 101 66 
4.—Total of Nos. 2 and 3 2,040 1,785 1,175 
5.—Cumulative total of Nos.2and3 2,040 3,826 5,001 
*—Cost over ten year period. 





Comparison of Typical Equipment Purchase and Rental Costs 


(Assuming 52% Tax Rate) 


OWNERSHIP—$10,000 COST OF EQUIPMENT 


4th 5th 6th 7th 8th 9th 
Year Year Year Year Year Year Year 
$7,000 $6,000 $5,000 $4,000 $3,000 $2,000 $1,000 | 
1,000 1,000 1,000 1,000 1,000 1,000 1,000 | 
i 
480 480 480 480 480 480 aso | 
7,920 7,400 6,880 6,360 5,840 5,320 4,800 
475 444 412 381 350 319 288 
2,088 2,532 2,944 3,326 3,676 3,996 4,284 
10,008 9,932 9,824 9,686 9,516 9,316 9,084* 
COST OF EQUIPMENT 
| 
4th 5th é6tn 7th 8th 9th 10th 
Year Year Year Year Year Year Year | 
$ 600 $ 600 $ 600 $ 600 $ 600 $ 600 $ 600 
288 288 288 288 288 288 288 
17 17 17 17 17 17 17 
305 305 305 305 305 305 305 
5,306 5,612 5,917 6,222 6,527 6,833 7,138" 


101h | 
| 




















ifford, are realized — accounting is uncomplicated 
by long term writeoffs—and obsolescence, always a 
threat to capital investment is minimized and fre 
quently becomes the problem of the owner of th« 
equipment rather than the user. As the accompany 
ing chart demonstrates, the net cost of leasing may 
be significantly less than outright purchase, although 
this is not always the over-riding consideration. 

So flourishing has leasing become, that in every 


major city middlemen have sprung up who purchase 


equipment from manufacturers and rent it out on 
long or short term leases to industrial users. Kearney 
and Trecker, a leading midwestern machine tool 
maker was one of the first to devise a systematic 
optional too] leasing plan for its customers and at 
the Harvard Business School, two professors, recog- 
nizing the growing trend, published a book—Machine 
Tool Leasing—designed to help corporation mana- 
gers over the to-buy-or-rent hurdle. 


Established Rental Industries 


International Business Machines, by virtue of its 
patents and dominant industry position has been one 
of the prime movers in the rental field. Under a 
recent consent decree, the company agreed to place 
its equipment up for sale as well as lease, but so 


JULY 6, 1957 


far there has been little noticeable decline in rentals, 
and IBM’s competitors generally report mounting 
rentals among their clients. Policies among the com- 
panies differ, some offering all of their products for 
lease, while others, including IBM confine rentals 
to major equipment, preferring to sell typewriters 
and similar equipment outright. 

The development of the electronic computer has 
been a big spur to rental revenues. Massive data 
processing systems are exceptionally expensive and 
difficult to service, and most users prefer renting to 
purchasing. IBM, Burroughs, Addressograph-Multi- 
graph and most of the other business machine 
makers are already deeply engaged in the field. 
Minneapolis-Honeywell, a leading maker of industrial 
controls, just a week age acquired full rights to the 
Datamatic systems formerly jointly owned with 
Raytheon, and will derive most of its revenues from 
rental of the equipment. Similarly, Sperry-Rand, a 
pioneer in data systems is doing a land-office leasing 
business with its much publicized Univacs. 

In the packaging field, Food Machinery & Chemi- 
cal, now a highly diversified industrial organization, 
still derives significant revenues from equipment 
rentals and Ex-Cell-O Corporation, a major precision 
tool manufacturer enjoys a steadily growing demand 
from the dairy industry for its Pure-Pak machines. 
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A slowdown in machine tool orders can be expected 
to slow earnings growth in the near future, but rising 
rental income should help take up some of the slack. 

American Machine & Foundry, active in automa- 
tion, atomic energy and electronics, derives over 
20% of its revenues from the rental of automatic 
pinspotters to bowling alleys, bakery machinery and 
cigar vending machines. Under a consent decree the 
company has only five more years of vending ma- 
chine leasing ahead of it, but the other more impor- 
tant lines have not been affected. Earnings have 
been volatile, but growing pinspotter income is ex- 
pected to smooth out the fluctuations. 

Among the specialized companies, United Shoe 
Machinery shares the spotlight with IBM as one of 
the longest established rental units. The company 
is the largest manufacturer of shoe machinery but 
operation has been hampered in the past year by 
adjustments necessary 
under a consent decree 





freight cars, plastics and industrial equipment. 
Despite the fluctuations the general earnings 
trend has been upward for the last twenty-five years. 
Higher rates for equipment used in 1956 led to higher 
revenues and earnings. Gross income rose to $195 mil- 
lion from $168 million in 1955, and net income climbed 
to $5.71 from $5.25 a year earlier. In the first quarter 
of this year, revenues jumped another 16% and net 
income a more moderate 10% to $1.43 from $1.30 
in the same 1955 period. 
Union Tank Car, with 52,000 cars on the rails, 
specializes in tank cars for all types of liquid prod- 
ucts. Understandably the petroleum industry is the 
largest user, but milk, chemicals, wines and fruit 
juices also contribute importantly to revenues. The 
company enjoys good grade investment status by 
virtue of the stable earnings provided by the growth 
of the petroleum industry in this country. 
Earnings in 1956 continued their upward trend, 
although sale of addi- 
tional stock during the 











requiring the company to 
change its leasing con- 
tracts—but with the ad- 
justments now made, 
earnings should begin to 
pick up again. 


Pitney-Bowes, the lead- Burroughs Corp. 


Other Companies With Growing Rental Revenues 


Brunswick-Balke-Collender Co. 


year caused a non-ad- 
justed drop in per share 
net to $2.40 from $2.60 
the year before. So far 
this year, revenues have 
continued upward, ad- 
vancing from $8.2 mil- 


ing producer of mailing 
equipment, obtains over 
50% of its income from 
rentals and_ servicing. 
Products include metered 
postage machines, dis- 
tributed under close 
postal department super- 
vision, and a wide variety 
of stamping machines, 
letter opening devices, 
coin-operated stamp dis- 
pensers and various fold- 
ing machines. The con- 


Caterpillar Tractor 

Clark Equipment 

Compo Shoe 

Greyhound Corp. 

Joy Manufacturing 
Minneapolis-Honeywell Regulator 
National Cash Register 
Pennsylvania R. R. 

Underwood Corp. 

Yale & Towne Mfg. 


lion in last year’s first 
quarter to almost $10 
million in the first three 
months of 1957, while 
earnings advanced 12% 
in the period. The com- 
pany’s dividend record is 
unbroken since -1914. 


Car and Truck Rentals 
Probably the most ob- 


vious new rental business 
is the rapidly growing 


tinued growth of postage 
meter use seems to assure 





“drive-yourself” move- 
ment. Visitors to distant 




















the company a high level 
of business and an ex- 
tension of the growth trend evident in the past. 


Rail Rentals 


In the rail industry the leasing of railroad cars 
has been an important factor ever since specialized 
cars came into use. The rail companies were reluc- 
tant to expend enormous sums on refrigerator and 
tank cars since under their common carrier charters 
their only compensation once the cars left their own 
lines would be the normal rental charge—often in- 
sufficient to compensate the road for the investment 
involved. Car builders, therefore, and eventually 
specialized companies, stepped into the breach and 
did the job for the unwilling rails on a leased basis. 

Giant of the industry is General American Trans- 
portation with approximately 63,000 cars of various 
types riding the nation’s rail systems. Operations 
are understandably cyclical, varying with the level 
of industrial shipments, but since the end of World 
War II the company has made excellent strides in 
diversifying its activities. In 1956, rental income 
accounted for just under 50% of total revenues, 
while the balance came from the manufacture of 
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cities have found these 
services of inestimable 
value in making their vacations more enjoyable, but 
their contribution is a drop in the bucket compared 
with business uses of these facilities. 

In 1956 there were over 2,100 individual com- 
panies renting cars and trucks, doing an aggregate 
business of over $200 million. By far the largest 
of these is the Hertz Corporation, with auto and 
truck rental service in 850 American cities, most of 
South America and parts of Europe. An additional 
service just announced is a rent-a-plane service for 
private flyers. With over 750,000 licensed pilots in 
the country now, the company hopes for substantial 
use of the new service by businessmen. 

Since 1953, when General Motors sold the com- 
pany to Omnibus Corporation, Hertz’ rise has been 
meteoric. In 1954, the first year of independent 
operation, total revenues amounted to $21.7 million 
and net income to 87¢ per share. By the end of 1956 
revenues had climbed to almost $60 million, earnings 
to $2.63 per share, and 1957 revenues were forecast 
at around $75 million. There are only 1,811,000 
shares outstanding, and dividends though small at 
$1.00 per share, were augmented last year by a 5% 
stock dividend. The (Please turn to page 494) 


THE MAGAZINE OF WALL. STREET 

















oOo 
Pra Oe RE TP Koel Supe 





SOc, 


c 





oes 
Soho 





a 


“ 


ad 


, 0 aa 


. 





= 
x 
& 
4 
vy 


ng f 
and 
sites 
ort 
‘ear. 
of w 
ear. 
tries 
N« 
to Ca 
ire § 
it by 
use ¢ 
answv 
with 
Cc 
are | 
beins 
garn 
affec 
M 


JUL’ 





it. 
nings 
years. 
igher 
5 mil- 
mbed 
larter 
id net 
$1.30 


rails, 
prod- 
s the 
fruit 
. The 
is by 
‘owth 


end, 
addi- 
r the 
n-ad- 
share 
$2.60 
» far 
have 
ad- 
mil- 
first 
$10 
three 
while 
12% 
com- 
rd is 
1. 


tals 


t ob- 
iness 
wing 
10Ve- 
stant 
these 
1able 
, but 
ared 


com- 
gate 
“gest 
and 
st of 
ional 
> for 
ts In 
ntial 


com- 
been 
dent 
llion 
1956 
ings 
cast 
,000 
ll at 
5% 


194) 


TEET 


























XS 


. 0% 9" 
SSS 














SIN 
SASSO 
SSMS 
SSS KS 





xs 
SASS? 
Sx SS 














ene 
SOK 
OS 

x5 
3 





and WATERWAY Success ~ 


in Merchandising Industrial Sites 


By JAMES J. BUTLER 


Railroads and waterway operators contest 
ng for freight tonnage are introducing new m«¢ thod 
ind new intensity in “merchandising” industria 
ites. A glance at the annual reports of the trans 
ortation companies highpoints the results: last 
ear, 1500 new plants located along railroad rights 
of way, creating something of a record. In the sam« 
‘ear, 570 sites along waterways picked up by indus 
tries, also an all-time high. 

No longer is there dependence on the billboard 
to catch the eye of the traveler: the freight movers 
ire going after the business and getting it. Getting 
it by the application of modern methods including 
ise of full teams of skilled experts armed with the 
answers to all stock questions likely to arise, and 
with results likely to satisfy their stockholders. 

Communities along the rail line and the shore line 
are being brought in as important allies. They are 
being aided in planning, in a manner calculated to 
garner tax income and payrol] advantages without 
affecting livability or ultimate property values. 

Much more than contest between competing freight 
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methods is at stake. The process of plant site selec- 
tion is industrial relocation on a sound and lasting 
basis to meet security needs, to serve the best in- 
terests of the community, industry, and, naturally, 
the railroad or waterway carrier. It reaches deeply 
into the distributive lines. It means thriving new 
communities for old ones by placing cities where 
crossroads hamlets existed sleepily for a century. 
The U.S. Chamber of Commerce has researched the 
effects of the arrival of a new industry, or a branch 
plant, in a community: when 100 new factory 
workers are added to a community, population in- 
creases by 296, including 51 more school children: 
peorsonal income increases $590,000; bank deposits 
go up $270,000; and retail sales, $360,000. It is in 
such values as these that community interest in the 
site selling programs is found. 

Competition between the steel rail and the stream, 
while active, is by no means mutually destructive. 
There are enough points of challenge to keep the 
contest spirited, but in the words of leaders in both 
areas, “nobody is being hurt: there is business for 
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Recent Company Development Plans For Industrial Facilities On Waterways 
(Sites Acquired in the Fourth Quarter of 1956) 





Waterway Site 


ATLANTIC INTRACOASTAL 
WATERWAY 
Charleston, S. C. 


CALUMET-SAG CHANNEL 
Chicago, Ill. 


Hammond, Ind. 


DELAWARE RIVER 
Philadelphia, Pa. 


Wilmington, Dela. 


DETROIT RIVER 
Detroit, Mich. 


ELIZABETH RIVER 
Norfolk, Va. 
GULF INTRACOASTAL 

WATERWAY 
Port Arthur, Tex. 
Houston, Tex. 
Baytown, Tex. 


Pascagoula, Miss. 


New Orleans, La. 
Pensacola, Fla. 


HOUSTON SHIP CHANNEL 
Houston, Tex. 


HUDSON RIVER 
Poughkeepsie, N. Y. 


JAMES RIVER 
Lee Hall, Va. 
Richmond, Va. 


KANAWHA RIVER 


South Charleston, W. Va. 


LAKE MICHIGAN 
Waukegan, Wis. 
Gary, Ind. 

Rapid River, Mich. 


LOS ANGELES SHIP CHANNEL 
Los Angeles, Calif. 


Dominquez, Calif. 


MAUMEE RIVER 
Toledo, O. 


Industrial Facility 


Options on 3000 acres for refinery. 


Gulf Oil Corporation. 





Factory. Clark Equip t Company. 

Chemica! plant. Air Reduction Co. $ 
miliion dollars. 

Plant. Victor Chemical Company. 

Plant expansion. United States Steel 
Corp. Multi-million-dollars. 

Plant expansion. Johns-Manville Co. 

Metal plant. American Can Company. 


1000 acre site for steel mill. 
Phoenix Iron & Steel Co. 
Plant expansion. Allied Chemical & 
Dye Corp. Multi-million-dollars. 
Chemical plant. Smith, Kline & French. 
Technical center. Atlas Powder Co. 
$3 million dollars. 


Plant expansion. Republic Steel Corp. 
3 million dollars. 
Terminal. Wayne County $14 million. 


Port improvements. Norfolk Port Au- 
thority. 17 million dollars. 


Refinery. Texas Co. Multi-million-dol- 
lars. 

5000 acres for steel mill. Jones & 
Laughlin. $250 million dollars. 
Chemical plant. Humble Oil & Refin- 

ing Co. $5 million dollars. 
Fertilizer plant. Coastal Chemical 
Corp. Multi-million dollars. 
Steel mill. Bethlehem Steel Co. 
Plant expansi Chemstrand Corp. 





Plant expansion. Shell Chemical Corp. 
Multi-million dollars. 

Railroad facilities — 2 warehouses 
barge channel, shops, world trade 
center. Port of Houston. $10 million 
dollars. 


Power plant expansion. Central Hud- 
son Gas & Electric Corp. $22 million 
dollars. 


Plant. Dow Chemical Co. 
Plant. E. |. du Pont de Nemours & Co. 


Engineering building. Carbide & Car- 
bon Chemical Co. Multi-million 
dollars. 


Factory. National Gypsum Company. 

Factory. General Refractories Co. 

Plant expansion. United States Steel 
Corp. Multi-million dollars. 

Iron ore dock. Lake Superior & Ish- 
peming Railroad Co. $5 million. 


Plant exp Shell Ch 
Multi-million dollars. 
Chemical plant. Union Oil Company 

of California. Multi-million dollars. 
Chemical plant. Borden Company. 


ical Corp. 





Refinery. Standard Oil Co., of Ohio. 
$40 million dollars. 





Waterway Site 
MISSISSIPPI RIVER 
Monsanto, Ill. 


St. Francisville, La. 
Norco, La. 


St. Paul, Minn. 
Memphis, Tenn. 


Louisiana, Mo. 


La Crosse, Wis. 


MISSOURI RIVER 
St. Louis, Mo. 


Riverside, Mo. 
Kansas City, Mo. 


MONONGAHELA RIVER 
Homestead, Pa. 


Duquesne, Pa. 


Pittsburgh, Pa. 


MYSTIC RIVER 
Boston, Mass. 


NEW YORK STATE 
BARGE CANAL 


Syracuse, N. Y. 


NORTH RIVER 
New York City 


OHIO RIVER 
Louisville, Ky. 


Henderson, Ky. 


Powhatan Point, O. 
Toronto, O. 


Graham Station, W. Va. 


Point Pleasant, W. Va. 


Pittsburgh, Pa. 


PEARL RIVER 


Bogalusa, La. 


PUGET SOUND 
Seattle, Wash. 


Everett, Wash. 
SABINE-NECHES WATERWAY 

Port Neches, Tex. 
SAVANNAH RIVER 


Savannah, Ga. 


TAMPA BAY 
Tampa, Fla. 


WARRIOR-TOMBIGEE 
WATERWAY 


Birmingham, Ala. 


Industrial Facility 


Plant expansion. M to Chemical 
Co. $7 million dollars. 

Paper mill. Crown Zellerbach Corp. 
$30 million dollars. 

Plant expansion. Shell Chemical Corp. 
Multi-million dollars. 

Plant. National Cylinder Gas Co. 

Chemical plant. E. I. du Pont de 
Nemours & Co., Inc. 

Power plant. City of Memphis. $15.4 
million dollars. 

Plant. Hawthorn Chemical Corp. $11 
million dollars. 

Two factories. Trane Co. $13 million. 





Industrial district. Bi State Develop- 
ment Agency. 

Plant. Dow Chemical Co. 

Chemical plant. Chemagro Corp. 
$2 million dollars. 


Plant expansion. United States Steel 
Corp. Multi-million dollars. 

Plant expansion. United States Steel 
Corp. Multi-million dollars. 

Plant. Pittsburgh Screw & Bolt Corp. 


Power plant. Boston Edison Company. 
Multi-million dollars. 


Plant expansion. Carrier Corp. $10 
million dollars. 


Terminal. City of New York. $17.5 
million dollars. 


Expansion. American Synthetic Rub- 
ber Corp. $25 million dollars. 

Plant. Mallinckrodt Chemical Works 
Climax Molybdenum Co. $22 mil. 

Coal mine. $10 million dollars. 

Steel plant expansion. Titanium Metals 
Corp. $8 million dollars. 

Power plant. American Gas & Electric 
Co. $58 million dollars. 

Plant. Commercial Salvents, Inc. 
$50 million dollars. 

Plant modernization. Crucible Steel 
Corp. $25 million dollars. 

Plant expansion. United States Steel 
Corp. Multi-million dollars. 


Plant. Gaylord Container Corp. 
$4 million dollars. 


Steel mill. Bethlehem Steel Corp. 
$25 million dollars. 

Refinery. Standard Oil of California. 
$65 million dollars. 


Plant expansion. Jefferson Chemical 
Co. $40 million dollars. 


Plant expansion. American Cyanamid 
Co. 


Brewery. Schlitz Brewing Co. 
$20 million dollars. 


Yards. Louisville & Nashville Railway. 
$8.5 million dollars. 
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both.” The railroad claims the advantage of fast 
service, accessability to markets, the single loading 
and unloading; the waterway is much cheaper, 
matches the load of 20 freight cars with a single 
barge, and where time is not of the essence is the 
delight of traffic managements. 

While the actual figures may come as something 
of a surprise, the fact of railroad siding business 
activity is evident on all sides. But there has been 
a misconception that the freighter and the barge 
have gone, or are going, the way of the canal boat 
Quite to the contrary, waterside sites for new in- 
dustries, plant expansions, electric power plants, 
yrain elevators, warehouses and terminals are in 
yreater demand than ever. 

Against the 570 sites pre-empted for such pr 
ects during 1956, the figure for 1955 stood at 48: 
vith 346 in 1954. Each of the projects, with fe 
exceptions, represents a plant investment runnin; 

ito millions of dollars. 

The chemical industry picked waterside sites fi 
33 new plants or expansions in 1956. Factoric 
dded 96; the steel industry and other metal trad: 
equired 91 sites on navigation channels. Forty-tw 
ites will be tenanted by electric power generatin 
nits. Acreage on rivers, canals, and in ports wi 
ve used for 38 new terminals and warehouses, fi 
2 new barge docks and for two new barge harbor 

There were 13 industrial districts established « 
he inland waterways during 1956. One, on the Mi 
iesota River, covers 1800 acres. 

Other industries which showed an interest in lo\ 
ost barge transportation last year by acquirin: 
vaterside plant sites included the pulp industry (24 
sites), the aluminum industry (14 sites), fertilize 
vood products, textiles, cement, airplane manufa 
ture, automobile, rubber, mining, and industrial la! 
yratories. 

The Inland Empire Waterways Association re- 
yorts a multi-million dollar boom in industrial con- 
struction along the Columbia River in Oregon and 
Washington. 

The Chicago Association of Commerce and I 
lustry tabulated a 1956 plant investment of half 
billion dollars in that area, served by the Illino 
Waterway system and Lake Michigan. 

In the South, Louisiana reported new plant con 


bulk of it on the Mississippi River between Baton 
Rouge and the Gulf of Mexico Intracoastal Water- 
way and connecting inland waterways. Six new 
plants on the Mississippi River between New Or- 
leans and Baton Rouge will represent plant con- 
struction costing $211 million. 

The Ohio Valley Improvement Association last 
year listed new plant construction in the Ohio Val- 
ley costing more than $1.5 billion. That volume car- 
ries the valley total since 1950 to more than $10 
billion. Plant construction in Alabama exceeded 
$300 million last year. The bulk of this was along 
the Warrior-Tombigbee Waterway and the Gulf In- 
tracoastal Waterway. 

Chester C. Thompson, president of The American 
Waterways Operators, Inc., lists as major reasons 
for the growing demand for waterside industrial 
sites: rising railroad freight rates, mass production 
and mass distribution (citing the typical barge load, 
20 times the typical carload), low-cost electric power 
produced by waterside generating stations burning 
cheap barged coal, an unlimited supply of industrial 
water guaranteed by navigation pools, and efficient 
handling of barge cargo. 

The Association’s files are an important part of 
the operators’ sales kit. These are samples: 

“We intend to keep most of our future expansion 
on the water, because of the great potential there. 
We make extensive use of water transportation now 
for bringing in raw materials and shipping out our 
chemical products, and we believe that barge traffic 
will increase greatly in coming years.” Dwight P 
Joyce, chairman and president, Glidden Co. 

“In the integrated production of aluminum, eco- 
nomic water transportation is essential to provide 
a direct flow of raw materials between major pro- 
duction units.” D. A. Rhodes, general manager, 
Kaiser Aluminum & Chemical Co. 

“In the chemical industry, particularly in the 
manufacture of heavy industrial chemicals, the pri- 
mary advantage of a waterside site is the lower 
transportation costs afforded by moving both raw 
materials and outgoing finished products in large 
bulk shipments by barge.” F. L. Linton, comptroller, 
Allied Chemical & Dye Corporation. 

Creating new industries along the operating lines 
of rail carriers has been an essential activity from 


























struction in 1956 costing almost $700,000,000, the the very beginning. (Please turn to page 488) 
WHAT 100 NEW FACTORY WORKERS MEANT TO THEIR COMMUNITY 
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Washington 
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TIGHTENED policy on Federal income tax deductions 
to cover the cost of advertising is being developed on 
both the departmental and the legislative level. 
Douglas Aircraft is fighting a ruling which says its 
personnel recruitment campaign touches too closely 
on product promotion and answers there is necessary 





WASHINGTON SEES: 


The European Common Market plan by which 
the Benelux Countries plus France and Italy propose 
to form a union for purposes of world trade, is run- 
ning into difficulties. The theory is excellent from 
the viewpoint of the participants; excellent, that is, 
until the always troublesome issue of chipping away 
national sovereignties for a common purpose arises. 

Expert-import circles here still look with anxious 
eyes toward the Common Market idea. If it works, 
another great power will cppear on the economic 
horizon. Benelux itself is a fact: Belgium, the Neth- 
erlands, and Luxembourg have leerned to work in 
common purpose in many areas; acting together 
as an entity they have been able to accomplish 
much more than three small units, each proceed- 
ing independently could. 

The Common Market is a protectionist principle. 
It has the advantages that accrue under such a 
national policy, but sometimes these are offset in 
the disadvantages felt in foreign trade. Retaliation, 
for example. Countries with the strongest produc- 
tion sources come cut on top and none of the par- 
ticipants in the Common Market fall into that cate- 
gory. Where the benefits of mass production can’t 
be counted on, the dominant voice in trade is lack- 
ing. Geographically proximate countries are likely 
to be competitive with one another and that’s true 
in Benelux. Abandoning a fact for a theory, how- 
ever attractive, is proving a deterrent to progress 
of the Common Market. 
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By “VERITAS” 


overlap; The McClellan Committee is attempting to 
stop private power from telling readers the advan- 
tages taxpayers reap from private ownership—the 
committee says this is lobbying against public power 
projects; The Federal Power Commission is greatly 
limiting advertising as a cost item in the base on 
which rates are computed. 


SUPREME COURT standing with Congress has reached 
the low level of its relationship with the White House 
in the days of Franklin D. Roosevelt. FDR wanted 
to pack the court as a means of injecting liberalism 
into its decisions. Now Congress seeks ways to end 
a binge of judgments which have the effect of giving 
aid and encouragement to subversive forces by mak- 
ing FBI’s files a public library, upholding defiance 
of congressional committees, and placing beyond 
reach, information Congress feels it needs, to legis- 
late. Not all Congressmen complain the Court mis- 
reads the law, but most all say it’s time for change. 


INTERNAL SECURITY will be advanced on several 
fronts as a result of the Wright Committee report, 
based on two years of study of how far the Govern- 
ment must go to screen Federal employees who come 
in contact with strategic information, and how 
strictly its release must be guarded. The security 
program was found to be unnecessarily restrictive 
in many particulars, ludicrously so in others. Men 
of industry and science complained they couldn’t 
get the basic facts on which to give the government 
the aid Washington sought. Those strictures will go 
but the Report sets up elaborate safeguards against 
unwitting aid to the enemy. 


OBSERVERS in the Capital are trying to solve the 
riddle of the program of de-emphasis of Treasury 
Secretary George Humphrey. The Byrd Committee 
currently probing the nation’s fiscal policy is work- 
ing hard at it with Senator Harry F. Byrd taking a 
surprisingly vigorous part, while elsewhere in 
Congress and in financial circles there is document- 
ing of proofs that Humphrey missed his goals. 
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suage of the Constitution itself), reit- 


ration of the principle does no harm. That 


iS especially true since the Hull Act and 
other procedural reforms were imposed on 
the system of government. The trade 
treaties were the beginning; then came th 
Atlantic Charter, NATO, SEATO, UN, and 
many other executive agreements. Some oi 
them penetrate the trade Setup decply. 
There always has been some degree of con- 
cern over what might happen if some obscur 
provisions seemingly giving another 
nation the right to interfere in our domes 
tic activities were to be invoked. 














p» Senator Bricker Started out wit" 
a broad-gauge bill which seemed to require 
reciprocal trade agreements and other com- 
mercial undertakings to be ratified by 
the Senate. Congress rejected the notion ; 
It was felt that the trade act, subject 
to renewal or rejection and with "peril 
point” guaranty, was a rather safe under- 
taking. The latest decisions by the high 
court concern two women who killed their 
husbands in foreign lands, but the prin- 
ciple of constitutional law just as com- 
prehensively covers a provision to admit 
bicycles or roller skates duty-free, or 
almost. If a constitutional right is 
infringed the trade wereement is meensue- 
less. 
are on notice. — 

















» There's another favorable sign 
on the business horizon: the Federal Gov- 
ernment is about to diSpense with the ser- 
vices of men of business and industry 
brought in to serve as advisers without 
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cused of crime overseas cannot be 
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said, the constitution prevails over 
Bricker Amendment does not deal with an 
y of law interesting only to political 


seems to be on the basis 


1e of earlier cases as well as the lan- 


compensation-WOC's. tihere are about 25 
of them in the Commerce Department's busi- 
ness and defense advisory administration. 
When problems of peace or economics pre- 
sent themselves, Washington ny ‘on big 
corporations to *tlend” experts to get 
things back on even keel. They remain on 
the payrolls of their companies, get noth- 
ing from Uncle Sam. But as the prob- 
lems evaporate, Congress becomes abusive, 
Suggestions of conflict-of-interest 
accused of peddling 


are heard, WOC's are 


information to their 218 firms, steer- 





> In 1955, Congress investigated 





briefly. Then the Department of Justice, 
at the behest of Capitol Hill moved in. A 
few things which the Department saw fit to 
classify as improper were uncovered. A 
democrat-inspired rule was enacted: all 
WOC's were required to make public disclos~ 


ure of their business interests, invest- 
Out of this came accusations that 
business dominates the Eisenhower Admin- 
istration. As a political issue it proved 
a dud. WOC's familiarize themselves with 
government procedures and requirements 

in tours of duty that average 6 months. 
Then they enroll in an executive reserve 
which now has about 600 industrial, busi- 
ness, and economic specialists subject 

to call in time of need. 





ments. 





increases shiah could cost t the “taxpayer 
an additional $1 billion next year, thi 
in spite of President Eisenhower's plsa 
not to rock the boat with new rounds of 
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wage increases. Possibly for bargaining 
purposes, the Federal workers have insisted 
on average boosts ranging between 9.2 and 
12 per cent. They won't get what they're 
after. An increase of about 4 per cent is 
in prospect. That would be in line with 
the increased cost of living since the last 
increase was voted. It would square, 

too, with the amounts private employers 
have paid and nullify the protest by priv- 
ate business that the Government is invit- 
ing inflation. 











» President Eisenhower has sSur- 





gas bill. He vetoed the congressionally- 
approved act last year largely because of 
the scandal raised over lobbying methods 
but also because, he said in a public an- 
nouncement, he didn't feel consumers would 
be adequately protected. When hearings 
began on the Harris-O'Hara Bill this year, 
a White House spokesman went to Capitol 
Hill with two safeguarding amendments 
which, the committee was told, the Presi~ 
dent insisted were necessary to protect 
consumers. Rep. Oren Harris, one of the 
sponsors, called a Sunday afternoon press 
conference recently to "read a letter 
from the President." Ike had withdrawn his 
insistence on the two amendments. 




















» The former coal miner, Nikita 
S: Khrushchev, didn't sell the communist 
bill of goods to John L. Lewis' boys. "We 
dug into the records to see what the 'so- 
cialist' coal miners in the Soviet Union 
are making per month in United States cur- 
rency," prefaced the United Mine Workers 
staff: "It came to about $20 a week." Free 
enterprise was clearly ahead at that point, 
so UMW researchists probed the situation 
in Great Britain with its "socialized" 
mines. The report was sent to members of 
the Union, and they were advised: 








» "We called the British Informa- 
tion Services and asked them what the na- 
tionalized (socialistic) British coal 
miners are now making in terms of United 
States currency. Well, it took a few min- 
utes but our British friends came back with 
an answer. Seems the British coal miners 
are getting about $56.55 a week. Then we 
went to the U. S. Labor Department and asked 
them what American coal miners made a week. 
Pretty simple answer came up: they are 
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averaging more than $100 a week. So, Nik, 
old boy, you're kidding yourself if you 
think we'll go for socialism or communism. 
You can't mine coal with commissars." 








» Tight mortgage money market is 
the second, not the prime cause, of decline 
in the market for existing houses. This 
was discovered by the National Association 
of Real Estate Boards in a survey of 227 
cities geographically spread. Prediction 
of constant prices for existing homes built 
since 1940 came from 62 per cent of the 
cities surveyed; rising prices were seen 
by 17 per cent, and declining prices by 21 
per cent. There was no pronounced regional 
variation in the outlook. Where the mar- 
ket was depressed, the principal reason 
was land scarcity (the survey covered 
existing homes, not new developments), 
followed by the standard problem of rising 
labor costs. 

















» Prime Minister Kishi of Japan 
made out a reasonable case for increased 
trade with Communist China when he talked 
with President Eisenhower in Washington 
two weeks ago. With the Nipponese it is 
more than a matter of choosing the kind of 
people to trade with; there are forces at 
work that dictate the choice. Japan is 
without natural resources or arable land 
and must depend on foreign trade for its 
existence. It must import food and raw ma- 
terials. To buy commodities it must sell 
on the world market; naturally employment 
rises or falls with that market. 























» Japan cannot depend primarily 
on trade with the United States. Kishi 
made it clear that his nation must look to 
other markets. That means Southeast Asia 
where the potentials for trade development 
lie in the future rather than in the pres- 
ent. And, Communist China! Japan has 
lived up to the letter of restrictions on 
sale of strategic materials to China. But 
the restrictions are hurting Japan, not 
China. Ina pleading tone rather than in 
challenging voice, Kishi said: "The for- 
eign policy of a country must be its own. 
In Japan it must be a Japanese policy, based 
on Japanese considerations, values and in- 
terests." This sounded defiant standing 
alone but it was coupled with assurance 
that Japan will not go communist, will not 
even go neutralist—it will stand with the 
free world. 
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By JOHN H. LIND 
i . . : 
ue Japan Joins Middle East Oil Hunt 
Oritside of Western Europe, Japan is probably 
n the most important user of Middle East oil. With 
3 twenty sizeable refineries, many of which are part- 
- owned by U.S. and British firms, and almost no oil 
ed production of its own the economic progress of 
n Asia’s most industrialized nation is largely depend- 
} ent on the availability of sufficient foreign crude 
of oil at reasonable prices. 
t The awareness of this dependency on foreign oil 
| has now caused one of the country’s most prominent 
business men and political leaders, Taro Yamashita, 
id to look into the possibilities of establishing a Japa- 
; nese oil producing company in the Middle East. 
~~ After a series of discussions with King Saud, Mr. 
1 Yamashita announced recently that his firm, the 
Japan Petroleum Trading Company, has reached 
nt preliminary agreement with Saudi Arabia to search 
for oil in certain areas in that country which lie 
outside the concession granted to Aramco. The Japa- 
nese firm is also interested in off-shore acreage ex- 
tending outward into the Persian Gulf from the 
6-mile territorial waters 
e of the Saudi Arabian-Ku- 
ia wait Neutral Zone, The 
nt Neutral Zone itself plus 
= the adjacent territorial 
waters is under conces- 
sion to Getty Oil and 
American Independent 
ut Oil. 


While the awarding of 
the off-shore concessions 


Wau omit swan seems to be still quite a 

way off because the vari- 
Wis SE L | ta te ous Persian Gulf states 
ed es have never been able to 


a Sock SEE WV, get together on the out- 
: - | +424 wand limits of their off- 


er shore rights, the award 
, of concessions inside 
Saudi Arabia will prob- 
—,. ably take place some- 


time next year. The Jap- 






ET JULY 6, 1957 461 








anese firm has agreed 
to pay Saudi Arabia 
a deposit (reported 
to be $2.9 million) by 
September, following 
which it will enter 
into negotiations for 
the concession rights. 
The project is backed 
by a number of large 
Japanese concerns 
who are willing to 
raise part of the $84 
million believed to be 
needed to finance a 
three-year explora- 
tion program. The 
Japanese govern- 
ment, which is very 
actively supporting this venture, is expected to sup- 
ply the balance. 

If the deal goes through, Japan would be the third 
new country to enter Middle East oi] explorations 
this year. The other two are Germany which has an 
exploration program under way in Syria, and Italy 
whose state oil agency has made a contract with 
the Iranian government for joint off-shore explor- 
ation in the Persian Gulf. None of these activities 
are ever likely to undermine the dominating posi- 
tion which the American, British-Dutch and French 
oil companies have traditionally held in that area. 
But it is a sign that the countries which consume 
the bulk of the Middle East oil exports are becoming 
increasingly anxious to secure a foothold in the 
area’s production. 





The China Trade Issue 


The China Trade bandwagon is rolling along at 
a fast clip. Following Britain’s decision last May 
to abolish the so-called “China differential” (the 
much more severe embargo on shipments to China 
than on the other Communist countries, as agreed 
by the NATO countries and Japan in 1951), Norway 
and the Benelux countries have now followed suit 
and Germany, France and Japan are about to do 
the same thing. By the end of this vear it is likely 
that only the U.S., among the major Western trad- 
ing nations, will still have no business contacts with 
Red China. 

The goods now freed by Britain and the other 
Western nations for export to China are principally 
these: 

Some machine tools 

Some electric motors and generators 
Rubberworking machinery 
Motor vehicles and tractors 
Locomotives and rolling stock 
Internal combustion engines 
Iron and steel 

Aluminum and Copper products 
Lead and zinc 

Certain scientific instruments 
Rubber and rubber products 
Various chemicals 

Will China turn to the West for all her require- 
ments in these goods? This is most unlikely. In the 
first place, some of these goods are being shipped 
in from the European Communist countries with 
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whom China’s trade has increased from 25 percent 
of total imports before the embargo to its present 
level of over 75 percent. In the second place, China is 
rapidly industrializing and some of the goods in 
question are already produced domestically. 


Nevertheless, some increase of Chinese imports 
from the West is certain to result from the easing 
of the embargo. The main beneficiary is likely to 
be Britain. This is due to the fact that China has 
at present a fairly large trade surplus with the ster- 
ling area. Last year it exported $330 million wort 
of goods to the sterling area but bought only $148 
million worth of goods, leaving a surplus of nearl) 
$190 million. The same general pattern existed als« 
in the previous years. Now some of this accumu. 
lated sterling surplus will find its way into Britair 
in form of new orders. While this will be quite 
pleasant for a number of specific concerns, it is not 
going to make a significant dent in Britain’s overal 
foreign trade figures. In the first quarter of this 
year, Britain’s total exports to Red China amounted 
to only one-half of one percent of her total exports. 
Thus, even a doubling of exports to China, as pre- 
dicted by the Foreign Office. will still not make 
China an important outlet for British trade. 


However, Britain has another reason for want- 
ing to encourage trade with China, namely the eco- 
nomic well-being of her crown colony of Hong Kong 
which depends largely on a free flow of business 
to and from China. Hong Kong has been very seri- 
ously hurt by the embargo which has caused het 
shipments to China to drop from 40 percent of the 
colony’s total exports in 1951 to a mere three per- 
cent last year. However, except for Hong Kong, busi- 
ness men in the Western nations are deluding them- 
selves if they count on a large upswing in trade with 
China. As a result of the embargo that country is 
now absolutely determined to become self-sufficient 
either by itself or in conjunction with the rest of 
the Communist bloc. No doubt, some significant 
Chinese orders will now be placed in the West. But 
they will be mostly to break temporary bottle necks 
caused by non-fullfillment of Soviet shipments or to 
make one-time purchases of some heavy equipment. 
On the whole, China seems neither willing to re- 
channel its foreign trade to the West nor does it 
have the goods or commodities which the West 
would want in exchange. The vision of a potential 
market of 600 million Chinese eagerly waiting to 
be supplied by Western manufacturers is therefore 
largely a pipedream, 
though one that is 
carefully nurtured by 
Communist propa- 
ganda. 


Independence for 
Malaya 


The latest colonial 
country to gain full 
independence is Ma- 
laya, located on the 
Southeast Asian ar- 
chipelago jutting out 
into the China Sea. 
On August 31st the 
British colony’s 6.5 
million inhabitants 
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will celebrate their first independence day, for on 
hat day Malaya will become a fully self-governing 
ominion of the British Commonwealth. She will 
hus enjoy equal status with such Commonwealth 
nembers as India, Pakistan, Canada, Australia, etc. 

Like Ghana, Malaya has achieved her goal with- 
jut bloodshed—and Britain, though losing a colony, 
las gained a friend. The reason for this smooth 
ransfer of authority without the customary harass- 
nent of the outgoing colonial power as “imperialist 
xploiter” is due largely to the fact that in the 
struggle between the Free World and the Comr..u- 
ist Bloc, Malaya’s choice has been made long i vo 
ind irrevocably. For that little country has been 
‘arrying on for over a decade a costly jungle war 
igainst Communist guerrillas supported directly vy 
Moscow and Peiping. This war has made the peo) e 
if Malaya more thoroughly opposed to Communi m 
than any other nation in Southeast Asia. In fet, 
it has been one of the main reasons why Mala a 
refused to approve unification with the adjoini g 
British colony of Singapore which currently is a. o 
negotiating for independence. But Singapore’s px )- 
ulation which is 80 percent Chinese is very heavy. y 
influenced by Communist ideas, 

Though Malaya is dependent on British finance 
support to carry on her jungle war, the country ss 
economically in a fairly healthy state, having a si )- 
stantial trade surplus from her exports of rubi cr 
and tin and a higher standard of living than mst 
of her neighbors. It is also one of the few countries 
of the area which is not socialistic and does not kok 
with suspicion on foreign capital. In fact, the nw 
Malayan ambassador to the U.S. made clear ir a 
recent press interview that his country “intends to 
welcome private capital from all countries on eq al 
and favorable terms and can guarantee to Amcri- 
cans repatriation of profits and capital. Further- 
more... Wwe plan no nationalization of private en- 
terprises.”” These are views which augur well for 
the economic future of the world’s newest coun? ry. 


Smooth Change-Over in Iraq 


Events that are not dramatic are often not news- 
worthy. This is regrettable since they are frequently 
more important than the pyrotechnical events which 
never fail to make the headlines. 

The recent government change in Iraq is a case 
in point. For a number of years Iraqui politics has 
been completely dom- 
inated by the coun- 
try’s strong man, 
Premier Nuri es- 
Said. He was the ral- 
lying point for Arab 
resistance to Nas- 
ser’s pan-Moslem im- 
perialism. He is the 
spiritual father of 
the pro-Western 
Baghdad Pact and, 
when Moscow began 
to infiltrate the Mid- 
dle East, he emerged 
as the area’s most un- 
compromising oppo- 
nent to Communism 
or even “neutralism.” 
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In fact, he became so 
important to the 
West that worried 
comments were heard 
in Washington and 
London to the effect 
that our Middle East 
policy was based too 
much on the continu- 
ance in office of one 
70-year old, sickly 
man. 

In the latter part 
of June, Nuri es-Said 
resigned for health 
reasons and a new 
Cabinet had to be 
formed. The transi- 
tion was so smooth it 
all but escaped world attention. The new Premier Ali 
Jawdat may not be as strong a personality as his 
predecessor but he represents almost identical views 
on both foreign and domestic affairs. Thus the pro- 
Western line in the country’s foreign policy and the 
emphasis on basic economic development in its in- 
ternal policy will be continued much as it was under 
Nuri es-Said. 

This is not to say that the new Premier will not 
have to face many new and difficult problems, handed 
to him unsolved by his predecessor. In fact, Iraq Is 
now in a particularly difficult period. As the only 
oil-producing country in the Middle East which is 
actually devoting the bulk of its royalties to eco- 
nomic development, it is under a heavy strain as 
the result of the damage done to its pipelines late 
last year by Syria. While for all other Middle East 
oil countries as well as for Western Europe the oil 
crisis is now completely over, Lraq’s oil output is 
still reduced by nearly 50 percent of what it was 
last year. Until the pipelines will be fully repaired, 
not before the end of the vear, this situation will 
continue. What this means to royalties can be seen 
by the fact that the events of the two last months 
of 1956 alone reduced the country’s total oil income 
from an expected $224 million to $193 million. In 
the first quarter of this year the loss was even more 
dramatic: $16 million instead of $60 million. 

Iraq has not yet had to cut back on the plans and 
projects of its Development Board which had an 
unspent balance of some $300 million at the time 
of the Suez crisis. But in the past, part of this bal- 
ance had regularly been lent to various government 
agencies whose programs had run ahead of their 
budgets. The fact that this procedure must now be 
halted is hardly likely to make the new govern- 
ment’s first action a popular one. 


Germany Invests Abroad 


It is only a little over five vears now that Ger- 
mans have been permitted to invest again in foreign 
business ventures. At first, German concerns re 
acted very cautiously to this new freedom. Most ot 
them preferred to use their surplus capital to build 
up their domestic plant and concentrate on export 
orders as a means of acquiring foreign exchange. 
Also, there was the very vivid memory of the many 
German concerns which had been expropriated at the 
beginning of (Please turn to page 495) 
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oN ® Mid-Year Dividend Foreeast 


RAILROADS ROLLING into 
NEW PERIOD of TRANSITION 


By EDGAR T. MEAD, JR. 


Despite rather unprepossessing earn- 
ings reported by the railroads in the past 
several months, there is enough evidence 
on hand to indicate that full year results 
could prove slightly more rewarding. A few 
roads, such as Norfolk & Western, Denver 
& Rio Grande Western, Northern Pacific, 
Western Pacific, and Virginian should 
manage to show hearty progress in earn- 
ings per share. Others, less fortunately 
situated, are being seriously hampered by 
high cost structures which are in turn 
aggravated by the current round of con- 
tractual wage increases. Therefore, the 
outlook for Erie, New York Central, Penn- 
sylvania, Frisco and “St. Paul” may not 
meet up with earlier optimistic expecta- 
tions. Results from a majority of carriers, 
typified by Santa Fe, Great Northern, 
Louisville & Nashville, and Southern Pacific 
augur little change from last year’s glean- 
ings. 

To set the first half of 1957 in perspec- 
tive, there was little net change in traffic, 
revenues and earnings during the first 


quarter, but an automatic wage increase of 
3¢-per-hour in May and a lower level of 
carloadings (down 7% currently), are 
causing a worsening of earnings during 
the second quarter. The chances are against 
the first half earnings measuring up to the 
same period of last year. 


Better Prospects in View? 


There appear to be at least three favor- 
able signs on the horizon. The first is the 
possibility that rail traffic during the sum- 
mer quarter should fare better than last 
year, when a six-week steel strike forged 
shipments of coal, iron ore and stee: prod- 
ucts. Traffic should also tend to pick up 
during the next several fortnights as a 
result of bottoming inventories, which 
should necessitate larger orders for raw 
materials and manufactured items. 

The second favorable factor should 
create immediate benefits to rail earnings, 
even if not to the basic health and future 
outlook for the railroad industry. The rail- 
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Statistical Position of Leading Railroads 
Gross Revenues Operating Ratio Net Per Share* 
Ist 4 Months Percentage Ist 4 Full Ist 4 Full Indicated 
1956 1957 Change Months Year Months Year Current Recent Div 
(Millions) % 1957 1956 1957 1956 Div Price Yield Ratings 
Atchison, Top. & Santa Fe $189.3 $196.6 + 3.8 76.6% 75.9% $ .66 $2.64 $1.75 23 7.6% A2 
S Atlantic Coast Line 61.4 59.5 3.1 78.8 85.2 1.85 4.79 2.00 47 4.2 B2 
~ Baltimore & Ohio 152.1 154.9 + 1.7 80.0 80.6 2.79 10.85 2.00 49 40 BI | 
| 
Chesapeake & Ohio 132.0 138.1 + 4.46 70.3 67.9 2.46 8.28 4.00 é2 6.4 BI 
Chicago, Milw., St. P. & Pac. 79.2 80.5 + 1.5 85.0 83.0 ' 08 2.78 1.50 18 8.3 D3 
Chicago & Northwestern 52.6" 53.2° + 1.0 36.2° 87.8 12.24 112.43 30 D3 | 
Chicago, Rock Island & Pac. €2.5 67.4 + 8.2 77.2 76.7 1.34 5.38 2.70 34 7.9 B3 
ia Dela. Lack. & West. 29.2 29.1 3 35.2 83.0 ' 05 3.09 1.00 16 6.2 c3 
Denver & Rio Grande W. 25.0 27.2 + 8.8 63.1 63.1 1.96 5.79 2.50 43 5.8 BI 
. Erie 56.9 57.6 + 1.2 30.9 78.2 54 3.03 1.50 18 8.3 c3 
Great Northern Ry. 103.7! = 104.6! + 8 30.6! 74.6 1.36! 5.32 3.00 43 6.9 BI 
Gu'f, Mobile & Ohio 27.46 28.3 + 2.3 '96 75.1 57 4.01 2.50 28 8.9 c3 
Illinois Central 97.2 97.2 79.0 745 1.63 7.66 4.00 52 7.46 B3 
Kansas City Southern Sys. 15.7 15.7 55.8 59.2 2.48 10.58 4.00 65 6.0 B2 
| Lehigh Valley 23.2 22.5 2.9 88.0 81.3 ' 65 2.79 1.20 15 8.0 c3 
Louisville & Nashville 69.6 70.5 + 1.2 82.5 79.1 2.99 10.70 5.00 81 6.1 B3 
| 
| New York Central 261.6 254.8 2.6 82.7 81.8 1.23 6.02 2.00 33 6.0 B3 
N | WN. Y. Chicago & St. Louis 57.7 57.9 + 2 71.0 69.7 1.17 3.97 2.00 26 7.6 B2 
N. Y., N. H. & Hart. 52.5 54.9 + 45 81.1 81.! ' 85 ‘2.01 13 D3 
Norfolk & Western 76.9 83.4 + 8.4 70.2 68.4 2.20 7.39 3.75 66 5.6 Al 
e of Northern Pacific 57.5 57.6 + J 34.6 80.5 82 4.23 1.90 47 4.0 BI 
| of 
are | Pennsylvania 323.1 331.6 + 2.6 64.0 82.4 64 3.16 1.40 20 7.0 c3 
‘ing 
inst Reading 46.3 47.9 + 3.2 77.0 76.5 2.20 6.65 2.00 33 6.0 BI 
the 
St. Lovis-Son Francisco 44.1 42.9 2.7 80.4 77.0 Al 3.72 1.50 19 7.8 B3 
Seaboard Air Line 57.9 58.5 + 1.0 73.1 74.3 1.42 4.20 2.50 32 78 B2 
Southern Pacific Sys. 215.8 211.9 1.7 80.3 £0.8 1.76 6.01 3.00 42 7.1 B3 
or- 
the Southern Railway 93.6 90.9 2.8 69.5 68.6 1.55 5.52 2.80 41 6.8 A3 
im- 
ast Union Pacific 158.6 164.7 + 3.8 77.0 73.1 95 3.36 1.60 29 S 5 Al 
red 
od- Virginian Rai!way 17.8 22.0 +23.5 43.0 47.6 1.78- 4.08- 1.80- 32- 5.6 Al 
=P Western Pacific 16.8 17.3 +30 75.5 76.8 219 629 300 57 52 BI 
s a 
ich *—Before funds !—5 months to May 31. 
aw ‘_ Deficit. “—Adjusted for 22 for 1 stock split 
| '—3 months to Mar. 31 
uld Ratings: A—Best grade. 1—Improved ea:nings trend. 
gs, B—Good grade. 2—Sustained earnings trend 
ire C—Speculative. 3—Lower earnings trend. 
iil- D—Unottractive. 
ET 
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roads have agreed to ask for another round of freight 
rate increases, and, since hearings before the Inter- 
state Commerce Commission are being completed, a 
decision should be forthcoming during July or 
August. If the approved increase were on the order 
of 5%, this would add over $425 million to railroad 
revenues. The carriers would have the use of this 
increase as of the date of approval, which would 
presumably embrace the final four or five months 
of 1957. Another 3¢-per-hour wage increase takes 
effect automatically in November, although the net 
effect of the rate increase should slightly offset the 
year’s increments. Not all railroads are agreed on 
rate increases as a solution to higher costs. Pro- 
gressive companies such as Southern Railway are 
against rate increases since traffic volume usually 
suffers. Eastern railroads, such as New York Cen- 
tral and Pennsylvania, seek rate increases as the 
only means available to offset burgeoning costs. 

The third factor, legislation, is of a longer range 
nature, but it would appear that progress, however 
imperceptable, is being achieved. A few years ago, 
a special Cabinet Committee made a report, recom- 
mended by the President for submission to Congress, 
which if approved would place the railroads on a 
more equitable basis with other forms of transporta- 
tion. The premise is that railroads are no longer 
the monopoly they might have been in 1886, when 
the Interstate Commerce Commission regulation was 
initiated. Most students of transportation seem to 
agree that the railroads should have more freedom 
to set their own prices, like vital industries such as 
steel, fertilizer, aluminum, cement and paper. The 
Transportation bill, for reasons best known to the 
politicians, has bogged down, so that relief may not 
be forthcoming during the 1957 sessions of Congress. 
If the bill were to be approved in any part, the 
results should be beneficial to all concerned. 


Mergers, Commuters and Abandonments 


A great deal of thought and study is being gen- 
erated on the subject of merging various railroad 
companies, Advantages include: (1) elimination of 
duplicate track and terminals, (2) unifying offices, 
traffic solicitation agencies and repair shop facilities, 
and (3) creating a stronger entity. Disadvantages 
include: (1) Placating local communities which stand 
to lose competitive service, payrolls and hometown 
prestige, (2) Settling with labor unions and politici- 
cians who are disturbed over changes in employ- 
ment, (3) Management personality complexities, and 
(4) Interchanges with other railroads. The last is 
extremely important and a rather subtle force mili- 
tating against the so-called “end-to-end” mergers. 
The possibility of losing traffic from other railroads 
would probably prevent Kansas City Southern and 
Chicago Great Western from merging, for example. 
The same might be true of Lackawanna and Nickel 
Plate. 

There has been a trend whereby larger carriers 
absorb smaller companies. The Union Pacific has 
been given permission to take over the booming 150 
mile Spokane International, with its worthwhile 
Canadian Pacific connection to the north, The Santa 
Fe and Pennsylvania, over the objections of Min- 
neapolis & St. Louis, recently took over the contro- 
versial Toledo, Peoria & Western to create a fast 
East-West connection. Last year, the Illinois Ter- 
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minal, a former interurban electric line, was taken in 
hand by a group of connecting carriers in St. Louis. 
Possibly the Georgia & Florida (near Augusta, 
Georgia) and the St. Johnsbury & Lamoille County 
(in Vermont) might be eventual candidates for pur- 
chase by larger railroads. 

Mergers now in the advanced planning stage are 
the Erie-Lackawanna-Delaware & Hudson, and the 
Great-Northern-Northern Pacific-Burlington. It is 
possible that these may be completed during 1958 
or 1959, The chances are that financial merger may 
take place at prices not too far removed from present 
market values. 

The chances are against a Bosten & Maine-New 
Haven merger owing to local pressures. The Chicago, 
Milwaukee and St. Paul—Chicago & North Western 
merger has been postponed indefinitely. The Frisco- 
Central of Georgia merger has been prohibited, 
which is definitely helpful to the latter road. (The 
Frisco and Chicago & Eastern Illinois would prob- 
ably make a better match.) 

A few railroads and self-imposed spokesmen have 
openly made statements that eventually all railroads 
should be merged into district groups. In contrast, 
a handful of careful students forsees that excessive 
merging might create a topheavy management, 
which would fail to attend to the details of opera- 
tions and sales, with rather poor results for the 
properties involved. 


Commuters 


The largest losses in railroading are generally 
encountered in the short-haul high-density commuter 
trains, where fares are relatively low and expensive 
trains are used no more than a few hours each day. 
Several companies, such as Southern Pacific, Bur- 
lington and New Haven, have svent millions of dol- 
lars on new passenger equipment. Others have not 
had the money to spend on equipment, especially 
where passenger patronage has been declining. No 
single answer seems satisfactory as a solution to the 
problem. If the railroad is a proven benefit to the 
community, local and state taxes should be elimi- 
nated. Fares should be increased. Employers should 
stagger their business hours so that the rush-period 
can be spread out. 

The tax and subsidy situation is currently un- 
fair for the railroads and highly preferential for 
buses and airlines which use taxfree, low rent com- 
munity property. In New York City, new bus ter- 
minals have been erected, and LaGuardia Air Port 
is to be rebuilt. Meanwhile, taxes on suburban rail- 
roads such as New York Central have been increased. 


Abandonments 


Just as outmoded factories and machinery are 
sold for junk, so certain railroad lines outlive their 
economic usefulness and must be abandoned. The 
New York, Ontario & Western, now up for sale, 
has suffered deficits, except for a brief period when 
hard coal was in vogue for heating. There are prob- 
ably several hundred miles of trark in the East 
and Mid West that should and undoubtedly will be 
torn up. Many miles of the Chicago & North West- 
ern and Missouri-Kansas-Texas exist mainly for 
limited seasonal traffic, such as stock and grain. 
Without surplus branch miles, these railroads would 
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probably enjoy far greater health than has been 
the case in the past. A number of miles of new track 
have been added during the last several years by 
different railroads, reaching new coal fields, mines, 
paper plants, military bases, and so forth. Just as 
trucks and pipelines are naturally equipped to 
handle certain traffic better than railroads, so the 
railroads are in a better technical position to serve 
certain industries than competitors. 


A Wide Choice of Selections 


Perhaps one of the reasons that railroad stccks 
never entirely lose their following is that ther: is 
such a wide choice of investments and speculati ns 
w.thin the one group. There are a few railro: ds 
which are practically debt-free, have consister ly 
profitable operations and own substantial inv: st- 
ments in land and other income producing proper- 
tics. There are stocks which can even return ‘he 
original investment by dividends in a matter of 
tweive years. For the courageous of heart, there re 
stocks which can double (or drop to half) in a mat- 
ter of months. Even the rustiest of rails can become 
shiny by the talents of modern managements : nd 
economic developments. 


Current and Choice 


From an all-around viewpoint, there seem to be 
several railroad stocks with an advantage over 
others. At current prices, Union Pacific app¢ 
to offer a multitude of p'easant features. Last year, 
income was dulled by lower yields from the famous 
Wi.mington and East Los Angeles oil fields. ‘(he 
management believes that as much oil remains in 
the fields as has been taken out since the discov -ry 
in the mid 1930’s, and the commencement of seco nd- 
ary recovery should induce a greater flow beginning 
in 1957. The “Overland Route” has been by na‘ure 


irs 


for long-haul, flatland operation, and even the 
mountainous divisions lead to regions of great in- 
dustr.al promise. Earnings in 1957 are pointing 
toward a target of $3.50 per share, which would be 
strong and steady improvement over the $3.36 in 
1956. Changes in dividends on the U.P. are habit- 
ually left until the final quarter, but the sustained 
level of net income strengthens the case for a modest 
increase in the $1.60 dividend. 

Denver & Rio Grande Western, a neighbor and 
ardent competitor of the Union Pacific, makes up 
in earnings acumen what it lacks in size. Cash 
and equivalent were reported recently at $29 mil- 
lion, equal to about $13 per share. By repurchasing 
stock in the open market, the number of shares 
outstanding has been decreased, thus adding to the 
iavorabie leverage. In contrast to other carriers, 
Denver’s operating ratio actually decreased during 
te first four months of 1957, and revenues increased 
by $3 million over the same 1956 months. Taxes and 
equipment rentals increased slightly, but despite 
this, April earnings showed an improvement. Like 
its track, Denver’s earnings are constantly meet- 
ing new summits to cross, and a possible $6.25 per 
share in 1957 would be a worthwhile improvement 
over 1956’s $5.79 per share. The yield of 5.7‘: seems 
attractive at current prices, and could be fortified 
by a possible dividend increase within the next few 
quarters. 

Western Pacific, which is one of Denver’s impor- 
tant connections to the West, has confounded its 
‘ollowers by a roller-coaster stock price action, 
ranging from a high of 86 last vear to a low of 
54 in 1957. The leverage of only 577,000 shares 
of common stock is, of course, partly one of the 
culprits, magnifying high and low earnings in an 
incautious manner. The actual earnings of about 
$6.30 in 1956 were disappointing to some, chiefly 
those who expected to greet the fina'e of an arduous 
track and tunnel (Please turn to page 490) 
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COMPANIES SHOWING SUSTAINED GROWTH 


Without Mergers or Acquisitions 


By WARD GATES 


Although company growth through retained 
earnings and managerial foresight is as time-tested 
as many of Poor Richard’s maxims, its value is occa- 
sionally overlooked in the shuffle and excitement of 
the headline-making mergers and diversification 
moves that have dominated business news in the post- 
war era. 

Diversification has been viewed as something of 
an industrial wonder drug, and the exceptional suc- 
cess of some company programs have understand- 
ably attracted investor’s attention — but there are 
many sound firms who have stayed on their own 
home grounds and generated their growth from 
internal sources. No criticism of mergers and acqui- 
sitions is implied here, but the companies we will 
discuss have not had to res to these methods in 
order to maintain their posi*‘on. Furthermore, some 
recognition should be made ot the fact that diver- 
sificat‘on through merger or otherwise is not neces- 
sarily a cure-all for a company’s problems. It may 
well be that many firms have merely multiplied their 
difficulties and made their operations vulnerable in 
a number of different industries. 

The dominant theme running through the cor- 
porate affairs of all of these companies hereinafter 
discussed — is sound finances resulting from years 
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of careful financial planning and husbanding of 
resources, In most instances, new ventures and new 
products have been developed within the company 
itself and financed solely with company resources. 
Yet since 1950, and in most cases for the entire 
post-war era, sales and earnings have remained 
in step with that of other companies—working capi- 
tal has shown marked improvement in all but one 
instance — net property accounts have grown sub- 
stantially — and book values have increased accord- 
ingly. In each case the growth has been accomplished 
with litth or no equity financing other than the 
capitalization of earnings through stock dividends 
and, practically no additional debt or other senior 
capitalization. Dividend returns have been a bit 
laggard for some of the companies, reflecting con- 
servative financial policies, but stockhelders have 
been rewarded by generous price increases in the 
price of the shares since 1950. 

Brief descriptions of each of the companies in 
the table follow, and at the close of the article are 
thumbnail sketches of three companies we feel offer 
particularly good value in light of their past per- 
formances, their excellent management teams and 
sound financial structures. 
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Company Comments 


Amerada Petroleum is one of the outstanding inde- 
vendent crude producers in the petroleum industry, 
with an excellent discovery and property develop- 
nent record. Earnings have been moderate over the 
vears reflecting the company’s long-standing “plow- 
yack” policy—a policy that has paid off handsomely 
n crude production and reserves. At the close of 
1956 the company had full or partial participation 
in 5.5 miilion gas, oil and mineral acres in the 
United States alone, as well as substantial acreage 
n Canada, Africa and Venezuela. Crude reserves 
have not been officially estimated, but best guesses 
place them above 500,000,000 barrels. Since 1950, 
aside from the financial improvements represented 
in the accompanying table, crude production has 
increased from 19 million barrels to almost 33 niil- 
lion barrels for the full year 1956. 

The stock has been split two-for-one twice si 
950 but there has been no increase in total capits|i- 
zation during the veriod. Dividends, though mod- 
erate, have been paid in every year since 1922. 

The stock can be bought on reactions for its ex- 
cellent growth potential. 

American Home Products is one of the major po- 
ducers of ethical and proprietary drugs. In the pat, 
cperations were highly diversified through acquisi- 
tions but since 1946 most corporate changes hive 
taken the form of liquidation of subsidiaries or their 
outright sale. The only exceptions were two minor 
acquisitions in 1954. However growth during the 
period and projected growth in the future is t 
principally to the company’s ethical drug operatic 
Since 1950 exceptional growth has been accomplisiie 
without resort to financing of any kind and an act 
reduction in long term debt from $12.9 million 
just over $9.5 million at the end of 1956. 

After a sharp earnings and sales spurt in 1956, 
sales jumped another 20‘: in the first three months 
of 1957. Net income ver share climbed to $2.46 
against $1.86 for the same period a year ago. 

The stock has excellent growth ahead, but has run 
too fast to warrant purchase at current prices. 

Anchor Hocking Glass is the largest manufacturer 
of glass tableware for commercial and residentia! 
uses, and an important producer of glass containers. 


] 
al 


to 


Sales growth has been generated without outside 
financing since 1945 when a small preferred issue 
was sold. Over the years profit margins have been 
excellent, allowing for adequate retained earnings 
and the maintenance of a sound financial condition. 

Earnings in 1956 were adversely affected by 
strikes, but a net gain was still scored for the sixth 
consecutive vear. So far in 1957, in the absence of 


strikes, earnings have advanced a sharp 30‘: to 
$1.21 per share from 92¢ in the first quarter ot! 


1955. For the fu:l vear, net results should be better 
than last year’s $4.20 per share, affording ample 
coverage for the 45¢ quarierly dividend. Dividends 
have been paid in each year since 1914 and have 
genera.ly averazed close to 50‘: of net earnings in 
recent vears. At current prices the stock yields close 
to 5%. Slow and steady, the stock is suitable for 
conservative portfolios, 

Caterpillar Tractor is one of the nation’s leading 
producers of heavy earth moving equipment used 
essentially in the roadbuilding, construction and 
mining trades. Sales have doubled since 1950 and 
have increased five-times the end of World 
War II. Earnings tend to fluctuate with construc- 
tion activity, but the trend has been sharply upward 
in the last few vears. Occasionally, outside financing 
has been used, including the sale of 500,000 shares 
oi common stock in 1956, netting just over $33 
miliion, but most sales and asset growth have been 
generated from internal The stock 
last vear was in preparation for a $200 million 
expansion plan that will be financed largely from 
retained earnings and short term borrowings, re- 
moving the need for further equity dilution. 

After a sharp and earnings the 
company entered the early 1957 months in full swing. 
Results so far have been ahead of last year, but a 
decline in sales and earnings in May held the 5 month 
gain to slight proportions. 

Dividends paid on a conservative basis each vear 
since 1925 were placed on a 60¢ quarterly in 
the third quarter of 1956, Although earnings may 
decline slightly for the full vear the company has a 
bright future as a principal beneficiary of the road- 
building program. A worthwhile holding at lowe) 
prices. 

Cutler-Hammer is the leading manufacturer of elec- 
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Important Companies Generating Growth Internally 
Cash 
Div Average 
Net Sales Net Earnings Net Working Book Value Paid Per Price Recent 
1950 1956 Per Share Capital Per Shore Per Share Share of Stock Pric 
| Millions) 1950 1956 1950 1956 1950 1956 1956 1956 1957 
| Amerada Petro'eum $ 576 $ 107.8 $2.55 $ 4.20 $ 3.93 $ 7.77 $10.81 $25.°3 $2.00 3234 136 
American Home Products 164.2 295.4 3.03 8.14 13.46 18.24 17.53 23.73 5.00 30°. 167 
Anchor Hocking Glass 83.4 20.0 3.27 4.29 13.50 19.51 18.55 29.88 1.89 22" 28 
| Bath tron Works 26.3 449 2.53 6.71 20.75 30.74 30.00 45.36 2.60 20'2 63 
Caterpillar Tractor 337.2 685.9 3.15 6.08 9.67 18.33 12.65 28.37 1.95 2134 8? 
Cutler-Hammer 42.7 79.3 2.99 5.23 7.70 16.49 14.12 28.98 2.30 4\4 60 
| Doug'as Aircraft 129.8 1,073.5 1.94 8.96 15.72 23.58 21.23 41.29 4.00 17'2 74 
Eastman Kodak 461.3 717.2 3.23 4.89 8.11 13.75 18.24 27.88 2.65 46'4 106 
Ingersoll-Rand 89.8 189.1 3.08 5.96 11.25 20.23 12.42 22.06 3.50 24\4 83 
Lehigh Portland Cement 44.3 75.8 1.72 2.82 3.77 2.19 13.76 22.42 95 22'4 34 
National Supply 154.2 282.3 5.22 /10.26| 38.23 57.24 39.20 68.53  2.87'2 182 45 
Otis Elevator 86.0 135.8 2.59 3.10 9.45 12.15 12.54 20.74 1.95 36 49 
Rohm & Haas 83.2 164.0 7.49 15.21 18.28 34.19 35.79 86.70 2.40 84's 412 
U. S. Gypsum 174.7 265.0 3.40 5.01 8.24 10.38 23.86 27.67 2.50 22'2 62 
1957 469 








trical controls for industrial and commercial uses. 
Growth, tied essentially to the level of capital ex- 
penditures in the economy, is irregular but has 
trended upward in the post-war years. Although 
expansion in the past ten years has been financed 
entirely from earnings, the company’s financial posi- 
tion has remained consistently strong. 

Sales and earnings were at record levels in 1956, 
reflecting the high level of capital expenditures 
throughout the manufacturing economy. A slowdown 
in expansion may deter growth in 1957, but with the 
movement to more and more electrically operated 
machinery, the impact will not be as great as on 
other capital equipment producers. Nevertheless the 
company has already taken steps to curtail some 
operations in the face of declining new orders. 


Current outlook does not warrant retention or 
purchase. 
Douglas Aircraft, the largest domestic aircraft 


frame producer and a leader in the guided missile 
field has generated all of its growth since 1950 from 
internal funds and progress payments on military 
contracts. However, in early 1957 the company 
turned to financial markets, selling $28 million in 
debentures. The stock has been covered frequently 
on these pages, and recommended profitably on 
several occasions. However, with the aircraft indus- 
try unsettled and disarmament talks pending, the 
stock is not suitable for purchase at this time. 

Lehigh Portland Cement, one of the country’s major 
portland cement producers has financed the lion’s 
share of its growth since 1950 from internal sources. 
In preparation for the projected huge roadbuilding 
program, however, the company arranged for $25 
million in credit, and took down $12 million at the 
end of 1956. 

Operations are cyclical, but sales growth has been 
steady since pre-war days. Earnings have fluctuated 
with the building cycle, but have generally been 
satisfactory. After a small dip in net in 1956 reflect- 
ing widespread strikes in the summer of the year, 
earnings dropped almost 20‘7 in the first quarter 
of 1957. Sales were unchanged, but only 33¢ per 
share was brought down to net compared with 40¢ 
a year ago. 

With its expansion program in full swing, the 
company should be able to take full advantage of 
the heavy demand for cement products expected to 
arise from the government sponsored road program. 
The small dividend is an adverse factor, but the 
stock, well off from its 1956 high of \58, is a good 
growth candidate when the road program begins 
to accelerate. 

National Supply is the largest supplier of tubular 
and other products to the petroleum industry. The 
company’s seven regional divisions supply virtually 
every major oil field in the U.S. and Canada, while 
its Export division sells to most oil producing nations 
of the free world. 

Growth of both sales and earnings has been ex- 
ceptional and has been financed almost completely 
from retained earnings and short term borrowings. 
Since 1950 long term debt has increased some $5 
million, but $16 million in preferred stock has been 
retired during the period. 

In the first quarter of this year the excellent re- 
sults of 1956 were continued. Sales rose 9% and 
earnings 17% to $1.1! per share from $1.23 in the 
first three months of | ist year. Continued high levels 
of new well drillings (Please turn to wage 492) 
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BATH IRON WORKS 


BUSINESS: Company is the nation’s leading builder of destroyers for the 
Navy. Some diversification has been introduced into the company’s opera 


tions, but destroyer production remains the principal source of revenues 


OUTLOOK: At the end of 1956 backlog of unfilled orders totaled $95.5 
million compared with $86.5 million at the end of the previous year. During 
1956 the company delivered two completed destroyers to the Navy, launched 
two sister ships, and laid the keels of two of the three vessels contracted for 
in January of 1956. Operations were hampered in the summer of 1956 by a 
strike but earnings continued their upward trend, climbing to $6.71 per 
share from $6.19 a year earlier and $5.51 in 1954. In March 1957 backlog 
was increased further by a $44 million contract for the construction of two 
guided missile destroyers, stretching the company’s ship deliveries well into 
1961 and beyond. Since 1950 sales have grown steadily from $26.3 million 
to almost $45 million in 1956. Working capital and earnings have als> 
shown steady growth without resort to either debt or equity financing. Book 
value in the period has increased from under $30 per share in 1950 to 
$46.36 at the end of 1956. Operations in 1957 will have to contend with 
higher wage and materials costs, but earnings should at least equal last 
year’s results. Production will be stabilized by the company’s priority rights 
to heavy steels for its naval construction work. The Navy’s intention to com 
pletely overhaul and modernize the fleet should keep the company’s way; 
operating near capacity for the next few years. 


MARKET ACTION: The stock reached a bull market high of 72%4 in 1955 
a figure that was not approximated again until early 1957. At 63, eight 
points below its high for the year, the stock yields 5.3% 


DIVIDENDS: In the last two years payments have been 65¢ quarterly, sup- 
plemented by a $1.00 extra at year-end. With no prior capitalization, only 
412,000 shares outstanding, and a number of years of capacity operations 
ahead, dividends should remain well protected. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 
1956 


1947 Change 

ASSETS (000 omitted) 
Cash & Marketable Securities $ 1,981 $ 9,972 S$ 7,991 
Receivables, Net 7,272 12,044 4,772 
Excess of Expend. 1,780 2,909 1,120 
Inventories & Work in Prog. 1,668 1,757 089 
Other Current Assets 265 265 
TOTAL CURRENT ASSETS 12,701 26,947 14,246 
Net Property 1,732 6,071 4,339 
Invest. & Funds 992 474 518 
Other Assets 538 538 
TOTAL ASSETS $ 15,963 $ 33,492 $ 17,529 
LIABILITIES 
Notes Payable $ 500 $ $ 500 
Accounts Payable 2,908 9,639 6,731 
Income Tax Reserve 734 3,625 2,891 
Accruals & Payroll Taxes 163 532 369 
Other Current Liabilities 900 272 628 
TOTAL CURRENT LIABILITIES 5,205 14,068 8,863 
Reserves 1,328 1,328 
Common Stock 419 4,190 3,771 
Surplus 9,011 15,234 6,223 
TOTAL LIABILITIES $ 15,963 $ 33,492 $ 17,52? 
WORKING CAPITAL S$ 7,4% $ 12,879 S$ 5,383 
CURRENT RATIO 2.4 19 5 
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USINESS: Company is the dominant producer of photographic equipment 
It has maintained its position since the 1890s and currently 


vd supplies 
pplies about 40% of the domestic market and a substantial portion 
e world market. Aggressive research and capable management have also 
ade the company an important factor in the chemical, textile and offi 


juipment fields 


UTLOOK: Eastman has been especially successful in the post-war period 
Since 1950 the company has 
improvements and product 


generating growth from internal sources 

xcpended almost $300 million for additions 
ne expansion, without resort to debt financing. Common shares have in 
eased by 6 million shares in the period to the current 19 million shares 
utstanding largely from frequent stock dividends. By capitalizing earnings 
ve company has made efficient use of retained earnings without diluting 
e stockholder’s equity. After a record sales and earnings performance in 
956, continued improvement was made in the initial 1957 quarter, the best 
rst quarter in the company’s history. Sales advanced 5.4% to $163 million 
nd earnings, at $17.7 million were 4% ahead of the year earlier period 
ontinued plant improvement and cost control should aid a further earnings 
dvance in the balance of the year. Full year profits should exceed $5.00 
er share compared with last year’s $4.89 and $4.44 in 1955 


DIVIDENDS: Payments have risen each year since 1948 to the current 
ninimum expectation of $2.65 per share (60¢ quarterly and 25¢ year-end 
requent stock dividends have augmented the cash payments, including 


10% disbursements in 1950 and 1951 and 5% in 1952, 1954 and 1956 


MARKET ACTION: The stock has enjoyed a steady year-to-year price rise 


since 1947. The range in 1947 has been 115 high to a low of 81's. In 1956 
the stock ranged from a low of 72 to a high of 96 
COMPARATIVE BALANCE SHEET ITEMS 
December 30 
1947 1956 Change 
ASSETS (000 omitted 
Cash & Marketable Secur'ties $ 70,422 $147,469 $S 77,047 
Receivables, Net 39,178 86,858 47,680 
nena 91,058 141,783 50,725 
Prepoymer 986 3,098 2,112 
TOTAL CURRENT ASSETS 201,644 379,208 177,564 
Net Property 144,109 267,678 123,569 
Invest. & Advances 11,515 5,211 6,304 
Other Asse’s 2,578 4,330 1,752 
TOTAL ASSETS $359,846 $656,427 $296,581 
LIABILITIES 
Accts. Payable & Accruals S 41,194 S$ 99,936 S$ 58.742 
Tox Reserve 38,695 95,246 56,551 
U. S. Gov. Secur. (80,000) 80,000 
TOTAL CURRENT LIABILITIES 79,889 115,182 35,293 
Reserves 16,743 16,743 
Preferred Stock 6,166 6,166 
Common Stock 123,801 191,911 68,110 
Surplus 133,247 343,168 209,921 
TOTAL LIABILITIES $359,846 $656,427 296,581 
WORKING CAPITAL $121,755 $264,026 $142,271 
CURRENT RATIO 2.5 3.2 ? 
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BUSINESS: Compony is a principal supplier of rock drills, air and gas com 
pressors, engines, pneumatic tools, air conditioning equipment and essential 
equipment for mining, quarrying and road building. Principal customers are 
petroleum, mining, construction and shipbuilding 


in the utility, chemical, 


industries 


OUTLOOK: A record 1956 has been followed by further earnings and sales 
advances in the first quarter of 1957. For the full year 1956 sales climbed 
30% to $189 million and earnings 31% to $5.96 per share from $4.54 the 
year earlier and $3.80 in 1954. Although sales are cyclical, the company 
has operated profitably in every year since 1929, except for 1932. Dividends 
stretch back in an unbroken line to 1910, reflecting a consistently strong 
financial position. Growth since 1950 has been accomplished with no out 
side financing and a steadily improving financial structure. At the close of 
1956 cash items at a record $107.6 million were more than double all 
liabilities. Book value of $22.06 per share at the end of the year represented 
a sizeable increase from the 1950 figure of $12.42 per share. Some slowdown 
has been noted in incoming orders but with the general level of capital 
expenditures high and strong demand expected from the government spon 
sored roadbuilding program, the future should be relatively secure 


DIVIDENDS: In January 1957 regular quorteriy payments were increased 
from 50c to 75c. Company has declared frequent extra dividends including 
two payments totaling $1.50 in 1956. History is one of exceptional dividend 
stability 


MARKET ACTION: Management's reluctance to release any more informa 
tion than it has to leads to occasional inactivity in the stock, but price record 
is excellent. Since 1950 the stock has tripled in price advancing from a 
high of 2758 to 88'2 in 1957. At 83 the stock yields 4.2% 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 
1956 


1946 Change 
ASSETS 000 omitted 
Cash & Marketable Securities $ 42,217 $107,632 $ 65,415 
Receivables, Net 6,913 23,530 16,617 
Inventories 12,449 42,456 30,007 
TOTAL CURRENT ASSETS 61,580 173,618 112,038 
Net Property 5,272 9,757 4,485 
Invest. & Advances 4,925 9,860 4,935 
Other Assets 172 262 090 
TOTAL ASSETS S$ 71,949 $193,497 $121,548 
LIABILITIES 
Accounts Payable & Accru $ 11,517 $ 15,903 S$ 4,386 
Federal Income Tax Reserve 11,151 25,918 
Payments Made 5,549 
Other Current Liab'lities 075 4,201 
TOTAL CURRENT LIABILITIES 22,743 28,956 
Reserves 4,500 1,837 
Preferred Stock 2,525 
Common Stock 28,116 . 
Surplus 14,065 104,820 °0,755 
TOTAL LIABILITIES $ 71,949 $193,497 $121,548 
WORKING CAPITAL 38,837 $121. 919 $ 83,082 
CURRENT RATIO 2.7 3.3 6 
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Pronounced inflationary tendencies prevail- 
ing for more than a decade present a serious chal- 
lenge to retail merchants. In an enviroment of 
constantly rising costs, service industries such as 
department stores and variety chains are confronted 
with a severe handicap. Many types of merchandising 
do not lend themselves to economies sufficiently to 
offset advancing labor rates. As a consequence, mar- 
gins in the retail trade have declined and net income 
has failed to expand in proportion to growth in sales 
volume. 

Another serious problem has developed in this field 
which has seriously retarded leading merchandising 
organizations. That change from the past is found 
in mushrooming of suburban shopping centers. Mod- 
ern facilities provided by conveniently located groups 
of merchants, surrounded by extensive parking 
areas, have attracted customers not only in neigh- 
boring suburbs but even from cities. The extensive 
exodus of city dwellers to the country in the last eight 
or ten years has reduced potential patronage of down- 
town department stores and variety outlets to such 
an extent that progress has been halted. Established 
merchandising companies have been compelled to 
turn to suburban branches and shopping centers. 

For two basic reasons—stemming from spiraling 
labor costs—retail companies have been confronted 
with the necessity for embarking upon extensive re- 
organization programs. Faced with the necessity of 
going to their customers in the suburbs, department 
stores have had to build outlying branches or to lease 
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TURN-UP AHEAD 
for RETAILERS? 


By CHARLES WENTWORTH 


space in shopping centers. Variety chains, on the 
other hand, have found that rising wage costs have 
often necessitated adoption of self-service policies 
patterned after the check-out system used by super- 
markets in marketing groceries. Adoption of self- 
service selling methods in variety stores has not been 
readily effected for reasons easily understood. Mer- 
chandise cannot be packaged and displayed as eco- 
nomically as foods and be distributed in markets. In 
short, the problems faced by chain store operators 
will require considerable time to solve. 

Not all inflationary phenomena have had adverse 
effects on merchandising, however, as may be ob- 
served from the steady climb in sales figures. Con- 
sumer buying has been stimulated by mounting 
personal income. Despite the fact that a smaller frac- 
tion of take-home pay is being spent in department 
stores than in earlier years, total gross receipts have 
advanced to record levels. Growth in volume may be 
attributed to the ready availability of funds arising 
from steady employment as well as to rapid gains 
in population. More potential customers mean more 
business if economic conditions are favorable. 

As a general rule, retail business tends to follow 
closely the trend of consumers’ disposable income— 
the amount remaining after personal income taxes. 
It may be observed, however, that department stores 
have been losing ground since the war. Whereas re- 
ported retail volume increased last year to a level 
about 51 per cent above the 1947-49 average, the 
increase recorded by the department store group was 
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a comparatively small 17 per cent. In fact, the per- 
centage of disposable income finding its way into 
department store cash registers last year fell to 
{ per cent from 5.3 per cent in the period between 
1947 and 1949. 


Retail Outlook Favorable 


In view of the fact that disposable income seems 
«most certain to forge ahead to a record high this 
ar, retailers will have a favorable economic en- 
‘onment in which to endeavor to improve their 
‘sition. Disposable income is being projected for 
is year at about $295 billion, an increase of about 
per cent over last year’s $286.7 billion. Wage 
i,.creases awarded automatically to millions of em- 

oyees in steel mills, automotive plants and electri- 
| equipment industries contribute significantly to 
flationary trends of wages in other fields. 
Retailers have sought to take advantage of a 
sire on the part of consumers to spend more 
eely by enlarging and improving stores. Air con- 
tioning has been installed in communities where 
is feature is likely to stimulate business. Self- 
rvice operations have been adopted in numerous 
iriety outlets as a means of handling increased 
ume with a smaller number of clerks. 

That investors have experienced doubts over the 

fect of inflationary forces and changes in shopping 

bits is evidenced by the cautious attitude shown 
ward shares of department stores and variety) 
ains for a decade or longer. Price recoveries in 

e group from the 1946-49 decline have been rela- 
t.vely modest. Currently, earnings and dividends 
«re being modestly appraised in spite of a compara- 

vely promising outlook for retail trade in coming 
months. It may be presumed that portfolio man- 
agers and others interested in sound equities still 
feel wary over the effect of factors conributing to 
the downtrend in disposable income diverted to de- 
partment stores and variety outlets. 

Development of vast suburban communities sur- 
rounding metropolitan cities and manufacturing 
plants that emigrated from downtown locations has 
radically changed shopping habits. Housewives have 
been attracted to shopping centers where adequate 
parking facilities assist in completing marketing 
chores in a short time. Discount houses have pros- 
pered by this situation, especially where Sunday 
retailing is permitted along major highways. Com- 
petition from “cut-rate” dealers in appliances, auto- 
motive products and items requiring no service has 
undermined volume in department stores. 

In many sections of the country, department 
stores have begun to meet this type of competition 
by breaking away from “fair trade” pricing restric- 
tions and from other outmoded practices. Most 
stores have endeavored to reduce delivery expenses 
by imposing extra charges on c.o.d. items and by 
‘estricting parcel shipments to heavy merchandise. 
Managements are pondering the question of over- 
1ead charges involved in extending credit to cus- 
omers. In short, they are making an effort to 
minimize free services that discount houses do not 
ittempt to provide. 

Opening of branches should prove reassuring in 
due course, but the early stages of such a policy are 
expensive. Extra promotional costs are encountered 
in such operations, extra employees are engaged in 
“over-staffing” a new store while new workers are 
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being trained and in other ways such ventures con- 
tribute to added expenses. In time, however, bene- 
fits of enlarged volume should accrue. 


Company Community 


To obtain a more realistic picture of the retail 
merchandising group under consideration here it 
may be well to discuss several representative com- 
panies in some detail. Problems considered in this 
way may become more readily understood. Obser- 
vations along this line are supported by the accom- 
panying tabulation of statistica] data together with 
brief comments on significant facts relating to sev- 
eral individual companies reviewed. 

In the department store category, Allied Stores is 
the largest nationwide chain with nearly two score 
representative department stores and a dozen im- 
portant branches as well as some 36 small outlets. 
The organization was among the first to explore the 
possibilities of establishing shopping centers. Ex- 
pansion in suburban areas has been pushed vigor- 
ously in recent years, and one of the largest ventures 
of the kind is scheduled for completion in Bergen 
County, New Jersey, this year or early in 1958. 
Earning power has been enhanced by this program. 
Profit margins remain under pressure because of 
increasing competition, however. Moderate improve- 
ment in earnings this year is anticipated and better 
results are foreseen for 1958, when benefits of the 
suburban trend should become increasingly effective. 

J. C. Penney is recognized as the country’s second 
largest merchandising chain, operating about 1,700 
junior department stores. Management has consist- 
ently avoided large metropolitan cities, preferring to 
cultivate customers in industrial communities and 
rural areas. A strong bid has been made for volume 
in new suburban communities, especially through 
the Middle and Far West. Emphasis has been placed 
on moderate or lower-priced merchandise, particu- 
larly apparel and house furnishings. Considerable 
expansion is contemplated this year together with 
modernization of existing units. This well managed 
concern seems capable of lifting earnings this year 
comfortably above the $5.68 a share reported for 
1956. 

Based on sales volume, Federated Department 
Stores ranks second to Allied in the department 
store group. Management has demonstrated confi- 
dence in the industry’s outlook with substantial 
appropriations for expansion and enlargement of 
existing units. Sales have been stepped up sharply 
since the war with acquisitions and with develop- 
ment of a chain of ““Fedway” stores in small com- 
munities. R. H. Macy has accelerated its expansion 
program in recent years with additions in several 
cities outside of New York and with construction of 
branches to round out its setup. Gimbel Bros. appears 
to be achieving benefits this year from active de- 
velopment of branch stores several years ago. En- 
largement of the branch store program is being 
pushed. Associated Dry Goods, stressing distribution 
to the medium and higher-income clientele through 
its “‘Lord & Taylor” main store and branches, has 
registered encouraging progress in the last two or 
three years. Further benefits are anticipated this 
year. 

In the mail order group, Sears, Roebuck & Co., 
stands out as the largest genera! retailer in the 
world. Direct distribution through department stores 
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Statistics on Merchandising Stocks 
Ist Quarter Full Year - 
Net Sales Net Profit Margin Net Per Share Earned Per Share Dividend Per Share Price Indicated 
1956 1957 1956 1957 1956 1957 1955 1956 1956 Indicated Range Recent Div 
(Millions) % % 1957 1956-57 Price Yield 
ALLIED STORES $128.8 $133.0 1.1% 1.2% $ .48 $ .53 $4.96 $5.05 $3.00 $3.00 5634-40" 47 6.3% 
W.C. (mil.) ‘55—$149.4 
W.C. (mil.) .56—$148.7 
ASSOCIATED DRY GOODS 49.1 51.2 1.8 2.0 50 56 3.48 3.92 1.85 2.00 35 -28'2 32 6.2 
W.C. (mil.) ‘55—$45.4 
W.C. (mil.) ‘56—$54.5 
BEST & CO. 10.0 10.5 5.2 5.2 88 88 3.00 3.12 2.00 2.00 3334-30 30 6.6 
W.C. (mil.) ‘55—$11.0 
W.C. (mil.) .56—$10.6 
FEDERATED DEP’T. STORES 119.2 139.1 3.4 3.2 51 58 3.07 3.05 1.57 1.60 3778-2778 33 4.8 
W.C. (mil.) ‘55—$110.2 
W.C. (mil.) ‘56—$126.1 
GIMBEL BROS. 76.9 81.9 1.1 1.3 37 .52 3.16 3.60 1.40 1.60 31-238 27 5.9 
W.C. (mil.) ‘55—$70.3 
W.C. (mil.) ‘56—$77.8 
GRANT, W. T 68.9 69.4 = _ N.A. N.A. 3.71 3.37 2.00 2.00 45 -31'2 32 6.2 
W.C. (mil.) ‘55—$59.9 
W.C. (mil.) ‘56—$60.7 
GREEN, H L. 23.3 23.7 1.0 9 .20 19 3.06 2.93 2.25 2.25 3338-2534 27 8.3 
W.C. (mil.) ‘55—$19.0 
W.C. (mil.) ‘56—$19.6 
KRESGE, S. E. 74.5 68.9 _ =- N.A. N.A. 2.52 2.60 1.60 1.60 2978-25 26 6.1 
W.C. (mil.) ‘55—$72.2 
W.C. (mil.) ‘56—$67.5 
KRESS, S. H. 35.0 31.9 — = N.A. N.A. 3.81 3.48 2.50 2.00 5012-2934 30 6.6 
W.C. (mil.) ‘55—$30.2 
W.C. (mil.) ‘56—$29.6 
LERNER STORES 35.9 40.4 — = 38.4 N.A. 2.44 2.02 1.20 1.20 212-1634 17 7.0 
W.C. (mil.) ‘55—$21.6 
W.C. (mil.) ‘56—$21.7 
MACY, R. H. 87.1! 97.9! 5 5 12! 18! 2.64 3.06 1.80 2.00 33'8-27 30 6.6 
W.C. (mil.) ‘55—$66.8 
W.C. (mil.) ‘56—$59.0 
RATINGS: 1—Improved earnings trend. 
W.C.—Working Capital. '—13 weeks ended April 30. A—Best grade. C—Speculative. 2—Sustained earnings trend. 
n.a.—Not available. *—Plus stock. B—Good grade. D—Unattractive. 3—Lower earnings trend. 
Allied Stores: Largest aggregation of department stores widely dispersed Grant (W. T.): Continued restrictive effect of competition from super- 
geographically. Company engaged in aggressive expansion in shopping markets and discount houses tending to put pressure on margins. Little in 
centers. Earnings expected to continue around $5 a share. (B2 dication of recovery in earnings, but $2 dividend seems safe. (A 
Associated Dry Goods: With acquisition and expansion of suburban chains Green (H. L.) Rising labor costs and abnormal expenses incident to expan 
in big metropolitan areas, this retailer has shown steady enlargement of sion in new areas likely to handicap earnings over near term. (B2 
sales and earnings. Ample coverage for $2 dividend. 
Kresge (S. $.): Vigorous modernization program embracing self-service 
Best & Co.: Aggressive development of chain distribution of women's and units tends to restrict earning: progress, but better margins expected. (Al 
children’s apparel holds promise of further progress. Earnings expected to 
hold near last year’s $3.12 a share. Dividend liberal. (B2 ae . 
Kress (S. H.) Rising 'abor cost factor threatens to continue pressure on 
Federated Department Stores: Well managed group of downtown stores em mangins Gut dividend shevtd be maintained 3 
and branches has embarked on major expansion designed to boost sales in Lerner Stores: Earnings declined moderately last yield. Good income yield 
growing areas. Cash needs may defer rise in $1.60 dividend. (Al B3 
Gimbel Bros.: Increased efficiency and benefits of suburban expansion Macy (R. H.): Expansion efforts being directed toward selection of suitable 
contributing to better margins. Higher earnings indicated for ihis year, branches for half a dozen major stores in New York and other large 
encouraging hope of another boost in $1.60 dividend rate. (B1 cities. Better margins foreseen in suburban outlets. (BI 





MARSH 
w.C. (1 
W.C. (1 


MAY | 
W.C. (1 
w.c. (1 


McCRC 
W.C. (1 
W.C. (i 


McLELI 
W.C. ( 
W.C. ( 


MONT 
w.c. ( 
w.c. ( 


MURP| 
W.c. ( 
W.C. ( 


NEISN 
W.C. ( 
Ww.c. ( 


NEWB 
w.c. ( 
Ww.c. ( 


PENN 
W.C. | 
W.c. | 


SEARS 
W.C. | 
W.c. | 


woo 
Ww.c. | 
W.C. | 


W.C.- 
n.a.— 


Marsh 
great 
town 


May | 
dising 
center 


McCro 
stand 
ing oO 


Mclel 
units 
Earni: 


Murp! 
orea, 
and s 











has overshadowed mail order operations, but the 
latter, with the benefit of catalog offices, continue to 
account for a substantial volume of business. This 
concern should feel favorable effects this year of 
additional outlets in shopping centers and of. in- 
creased personal income in rural areas. Earnings 
are expected to improve modestly over the $2.20 a 
share reported for the fiscal year ended January 
31, 1957. 

Better-than-average progress is anticipated in 
operations of Montgomery Ward, now that a revital- 
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ized management has decided to step up expansion 
plans that had been deferred immediately after the 
war. Emphasis is being placed on improvement of 
existing department stores and on enlargement of 
the chain of catalog offices. Benefits of the aggressive 
program are expected to become increasingly evi- 
dent in months ahead. Despite heavy expenses ir 
this program, modest gains in net profit may accrue 
this year. Prospects are considered promising fo 
an extra dividend at the year-end along the lines of 
last year’s policy. 
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Statistics on Merchandising Stocks (Continued ) 
‘ 
1 Ist Quarter Full Year 
Net Sales Net Profit Margin Net Per Share Earned Per Share Dividend Per Share Price Indicated 
1956 1957 1956 1957 1956 1957 1955 1956 1956 Indicated Range Recent Div 
(Millions) % % 1957 1956-57 Price Yield | 
MARSHALL FIELD & CO. $ 43.9 $ 47.2 2.7% 2.3% $ 53 $ .47 $3.49 $3.54 $2.25 $2.25 3778-31 33 6.8% | 
w.C. (mil.) ‘55—$70.0 
W.C. (mil.) ‘56—$63.3 
MAY DEP’T. STORES 108.7 111.6 2.2 2.4 36 40 3.09 3.31 2.20 2.20 48'2-35'2 38 5.7 
W.C. (mil.) ‘55—$112.4 
W.C. (mil.) ‘56—$112.7 
McCRORY STORES 22.5 21.5 - - N.A N.A. 1.35 1.40 1.00 1.00 15 -12'2 13 74 
W.C. (mil.) ‘55—$15.7 | 
W.C. (mil.) ‘56—$15.4 
McLELLAN STORES 12.0 10.8 = - N.A NA 2.02 1.72 1.60! 1.40 23'8-1634 17 8.2 
W.C. (mil.) ‘55—$8.7 
W.C. (mil.) ‘56—$8.4 
MONTGOMERY WARD 222.0 213.0 2.2 2.0 36 29 2.62 2.65 2.62'2 2.75 4734-355 36 74 
W.C. (mil.) ‘55—$612.5 
W.C. (mil.) ‘56—$610.9 
MURPHY, G. C. 39.7 37.6 - -_ N.A N.A. 3.98 4.10 2.12'2 2.12'2 45'2-35'2 36 5.8 
W.C. (mil.) ‘55—$33.1 
W.C. (mil.) ‘56—$35.1 
NEISNER BROS. 13.6 12.7 = - N.A N.A 2.00 1.50 1.00 1.00 1758-13" 14 71 
W.C. (mil.) 55—$10.7 | 
W.C. (mil.) ‘56—$11.0 
NEWBERRY, J. J. 37.2 37.0 = ~ N.A N.A 3.59 3.18 2.00 2.00 39'2-31's 31'2 63 
W.C. (mil.) ‘55—$35.6 
W.C. (mil.) ‘56—$44.0 
PENNEY, J. C. 246.1 232.2 ~ _ N.A NA 5.60 5.68 4.25 4.25 101 -76%4 78 5.4 
W.C. (mil.) ‘55—$182.5 
W.C. (mil.) ‘56—$188.0 
SEARS, ROEBUCK 763.6 800.9 3.6 3.3 38 36 2.15 2.20 1.15! 1.15 3638-2534 26 44 
W.C. (mil.) ‘55—$938.6 
W.C. (mil.) ‘56—$743.6 
WOOLWORTH, F. W. 166.0 159.8 _ = N.A N.A 3.52 3.57 2.50 2.50 45'4-41'\4 42 5.9 
W.C. (mil.) ‘55—$131.2 
W.C. (mil.) ‘56—$119.1 
RATINGS 1—Improved earnings trend 
W.C.—Working Capital '_Plus stock A—Best grade. C—Speculative 2—Sustained earnings trend 
n.a.—Not available. B—Good grade. D—Unattractive. 3—Lower earnings trend 
Marshall Field: Elimination of textile subsidiaries has contributed te Montgomery Ward: Increasing emphasis on department store distribution 
greater stability of earnings power. Merchandising concentrated in down contributing to upturn in sales. Earnings reflect higher costs. A2 | 
town stores with few branches. Ample coverage for regulor $2 rate. (B) | 
Neisner Bros Management concentrating on modern units in shopping 
centers in relatively limited distribution area in hope of improving earn 
May Department Stores: Management hus enviable reputation for merchar ings. Modest coverage for indicated $1. annual rate. (B2 
dising and conservative expansion. Aggressive expansion in shopping 
centers may limit earnings gains. Liberal $2.20 dividend sofe. (Al Newberry (J. J Decision to expand with better quality outlets and 
higher grade merchandise expected to bolster sales and help sustain 
McCrory Stores: Difficulty of maintaining operating efficiency with sub margins. Profit growth indicated ample to protect $2 dividend. (B2 
standard clerks contributes to leveling off of earning power at rate afford Penney (J. C.): Second largest merchandising organization concentrates on 
ing only moderate safety margin for $1 diviaend rate. (C2 rural, industrial and surburban areas, specializing in moderate priced ap 
pore!. Good record for growth. Safe margin for $4.25 dividend. Al 
McLellan Stores: Efforts to hold down costs through opening of self-service 
units seem to be bearing fruit, but eee & expected to be slow Sears, Roebuck: Emphasis on moderate sized retail outlets in shopping 
Earnings provide only narrow dividend coverage. (C3 centers contributing to sales gains, while mail order business registers 
steady orogress Rising costs restrict earning gain Al 
Murphy (G. C.): With distribution concentrated in relatively restricted Woolworth (F. W.): Larget voriety chain operator has shown excellent 
area, sales respond to business conditions in steel, coal mining, automotive progress in developing self-service units and in raising quolity of mer 
and similar industries. Earnings trend favorable. (B1 chandise, but high costs hamper improvement in margins. (Al 








— ———— eee —_ erence 











The recent announcement of an agreement to 
icquire control of The Fair, a Chicago group of four 
lepartment stores, is regarded as a significant move 
n the company’s expansion and modernization pro- 
gram, The acquisition will give the mail order firm 
a downtown Chicago outlet and three suburban 
locations. This latest development points up the new 
management’s aggressive expansionist program. 

Major variety chain operators are vigorously 
pushing programs aimed at achieving more success- 
ful profit margins. F. W. Woolworth Co. has intensi- 
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fied its efforts to meet the challenge of changed 
conditions. As new outlets are opened or modernized 
the company has endeavored to find spots in shop- 
ping centers or has selected leases on “Main Streets.” 
In all cases attention is directed toward enlarging 
self-service areas. Last year 68 stores were opened 


in shopping centers, bringing the total to 252. 
Ten new units were opened on main stree's and 
another 21 were moved to such locations una en- 


larged. Main stores in 33 locations were enlarged 
and refurbished. (Plea.e turn to page 495) 
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Summer Rise? 


As pointed out 
usual summer rise”’ is figured from 
the May closing levels of the in- 
dustrial and rail averages to the 
July or August highs. As opined 
before, it seems unlikely to amount 
to much this year—if it comes 


“the 


before, 


through—unless there is first a siz- 
able correction of the February- 
June upswing. At this writing, 
reactionary tendencies are the 
rule. Should they proceed to a re- 
tracement of, say, a fifth to a third 
or more of the prior advance, the 
technical basis for a summer rise 
would appear substantially 
strengthened. In any event, we 
would expect it to compare quite 
unfavorably in scope with the ad- 
vance from the February low to 
the May 31 close. 
Rails 

There is no reason to think that 
investors or speculators will love 
rails more in July or August than 
they have heretofore. Confined to 
a fairly narrow range since Feb- 
ruary and unable to get back even 
to the best early-1957 level, the 
average is unlikely to develop sig- 
nificant strength independent of 
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industrials, regardless of probable further recent rise in bond yields. jy; ...5y 
limited second-half improvement The damage is realistically meas- |, 1 Gs 
in year-to-year earnings compari-_ ured in these terms: at this writ Gypsun 
sons after a poor first-half show- ing over 40‘~ of the entire ad- 4). Ga; 
ing. A likely freight-rate boost of vance from the October, 1956, low , 
perhaps 4° to 6% by or before to the May top has been cancelled. ~ * 
autumn will help only until the In an environment of inflation and Sof¢ 
unions again push rail costs. rising money rates, straight-in- vo 
higher. come utilities (those with little or . * tec 
— no growth of dividends) obviously | . ‘h, 
Utilities lack appeal. Growth-and-income act a 
The bull market in utilities has utilities have served long-term in- "" “y S 
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few weeks of retreat fromthe May depreciation of the prewar dollar; *,' 1g 
high. The percentage decline there- and their long-pull outlook re- ~\?%** | 
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INCREASES SHOWN IN RECENT EARNINGS REPORTS | 
1957 1956 nities 
Creole Petroleum Quar. Mar. 31 $1.40 $1.08 Young 
Texas Utilities Co. 12 mos. Apr. 30 2.43 2.06 Sica 
Bendix Aviation Quar. Mar. 31 1.38 91 | Soden 
General Precision Equipment Quar. Mar. 31 .85 -20 | Raybe 
Columbia Gas System 12 mos. Mar. 31 1.41 1.27 | Semees 
Household Finance Quar. Mar. 31 .72 .60 Natio: 
Ingersoll-Rand Quar. Mar. 31 1.48 1.20 | ae 
Liquid Carbonic Corp. Quar. Mar. 31 .52 -29 tel 
Sunray Mid-Continent Oil Quar. Mar. 31 .89 .60 Thocw: 
United Aircraft Corp. Quar. Mar. 31 2.03 1.73 
— = =r 
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will recall that we sounded a cau- 
tious note on them around recent 
highs at which they had been over- 
bought. Pending development of a 
possible over-sold position on this 
correction, we advise retention of 
investment holdings, continuing 
ferment of new buying. 


( 


Other Groups 

Chree stand-out industrial stock 
eg: oups which have extended their 
o vn bull markets up to this writ- 
i) g are drugs, office equipment and 
t es. Others currently perform- 
i) ¢ better than the market (some 
ir extension of recoveries, others 
i) perhaps temporary rallies from 
d: pressed levels) include alumi- 
n m, building materials, cigarette 
st »cks, coal, farm machinery, food 
b: ands, meat packing, paper, and 
st ‘\phur. Groups faring poorly at 
t] is time are principally aircrafts, 





ja - lines, auto parts, copper, ma- 
ic) inery, metal fabricating, mail 
fo) der 


stocks, liquor, radio-tele- 
vision, rail equipment and textiles. 


Sirong Stocks 

Among individual stocks cur- 
rently behaving well in a sloppy 
market are American Cyanamid, 
American Home Products, Balti- 
more & Ohio, Beckman Instru- 
ments, Bristol-Myers, Burroughs, 
Clark Equipment, Flintkote, Mc- 
Kesson & Robbins, El] Paso Nat- 
ural Gas, Kerr McGee, National 
Gypsum, Merck, National Cylin- 
der Gas, Otis Elevator and Tung 


Soft 

A technical indication of incip- 
ient market weakening was the 
fact that during a week or so of 
rise by the industrial average to 
its June 17 recovery high a de- 
creasing number of individual 
stocks attained new highs, while 


- of an increasing number sagged to 


ided 
ders 


8 
A} 


17 
0 


eosoo 


EET 


new lows. The “soft sisters” at 
this writing are too numerous to 


list here. A few of the more con- 
spicuous are: Bell Aircraft, Con- 
solidated Edison, Ex-Cell-O, Gen- 
eral Mills, Gillette, Grumman Air- 
craft, Illinois Central, Erie, Indus- 
trial Rayon, Lockheed Aircraft, 
Martin, Miami Copper, National 
Acme, National] Dairy, Sears, Roe- 
buck, Sharon Steel, and Wrigley. 


Coppers 

The recent cut in the domestic 
price of copper from 32 cents a 
pound to 291, cents of course 
ended the previous conjecture 
whether stabilization had been 
reached or was near. Many in the 
trade had thought or hoped that 
the price would either hold at 32 
cents or not go below 30 cents. It 
was a further decline in the world 
price and resultant prospect of 
increased imports of the metal 
that tipped the scales. Now the 
guessing game is whether and for 
how long the present price will 
hold. It is still moderately above 
the London market level, and the 
latter could go lower. Some fabri- 
cators have figured all along that 
on a longer-range basis, barring 
war, the domestic price probably 
would not vary more than 4 cents 
above or below the 30-cent level. 
That seems a reasonable view, but 
it is the down side that will first 
be subject to test. In any event, 
1957 earnings of copper mining 
companies will be sharply below 
last year’s. The stocks are largely 
deflated and on a relatively high 
vield basis, even allowing for some 
likely dividend cuts or omissions 
of last year’s extras; but basis for 
advance cannot be cited now, and 
they could go lower. 


Profit Margins 

A majority of the corporate 
earnings reports issued to date 
this year can be summarized as 
follows: sales up, operating mar- 
gins narrower, profits little 
changed to lower. A sizable mi- 














Bullard Co. 
Young (L. A.) Spring & Wire 
Anaconda Co. 

Beckman Instruments, Inc. 

| Raybestos-Manhatten, Inc. 

| Lowenstein (M.) & Sons 

| National Airlines, Inc. 
International Nickel Co. 
Miami Copper Co. 
Thermoid Co. 
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DECREASES SHOWN IN RECENT 








EARNINGS REPORTS 

1957 1956 
Quar. Mar. 31 $ .22 $ .48 
9 mos. April 30 -52 2.68 
Quer. Mar. 31 1.74 3.45 
Quar. Mar. 31 .05 31 
Quar. Mar. 31 1.45 1.72 
Quar. Mar. 31 -52 91 
Quar. Mar. 31 1.44 2.18 
Quar. Mar. 31 1.61 1.79 
Quar. Mar. 31 1.09 3.03 
Quar. Mar. 31 .34 42 
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nority show better margins on in- 
creased sales. Companies which 
will have wider 1957 margins on 
lower sales will be almost as rare 
as hens’ teeth. One of them ap- 
pears to be United States Gypsum, 
a leader in the relatively de 
pressed building materials field. 
Its top officer recently stated that 
second quarter will be re- 
ported 12‘¢ to 13% under a year 
ago, against a first-quarter dip of 
14.9% ; that they will be down by 
a somewhat smaller percentage 
over the rest of the year and for 
the full vear; but that wider profit 
margins are expected, because pro- 
duction costs have been pared by 
2% from last year’s. On rising 
sales, the pretax margin was a 
husky 31.1 in each of the three 
vears 1954-1956. To better that on 
lower sales is “one for the book”’. 
At this time, we figure that 1957 
earnings may be down only 10 

or so from 1956’s record $5.01 a 
share. We continue to think that 
the stock, now at 62 against 1956 
high of 77, is a better-than-aver- 
age value for patient investors, 
although we see nothing exciting 
in its medium-term potentials, 


sales 


Addenda 


We commented here recently on 
moderately improving sales, mar- 
gins and earnings of May Depart- 
ment Stores in recent years. Our 
expectation that they will show 
further improvement this year is 
supported by the recently-issued 
report for the fiscal first quarter 
ended April 30. Net income gained 
10.6% from a year ago, on a sales 
increase of 2.6°°. Now at 38, the 
stock vields 5.8°° on a secure $2.20 
dividend, with full-vear earnings 
likely to reach $3.50 or more a 
share. It got to a high of 4815 last 
vear on earnings of $3.31 a share 
and the same dividend. We con- 
tinue to think it is a sound buy for 
investors interested in income and 
potentials for at least moderate 
appreciation 


Florida Utilities 

Florida Power & Light, a highly 
prized growth utility, was knocked 
down about 10 points, following 
prior rise of roughly 18 points 
since last October, by news of 
official notice that is rates must 
be reduced enough to put return 
on property investment no higher 
than 6.5%, against slightly more 
than 7% over the past vear or so 
The return would still be mate- 

(Please turn to page 500) 
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Wiu the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 
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This we have done in our new Trend Forecaster (developec 
over a period of several years), which employs those indicatom 
(see Components of Trend Forecaster) that we have found 
most accurately project the business outlook. 


When the Forecaster changes its direction up or down » 
corresponding change in our economy may be expected se 
eral months later. 


The depth or height of the developing trend is clearly pre 
sented in our Relative Strength Measurement line, which re 
flects the rate of expansion or contraction in the making. When 
particularly favorable indications cause a rise that exceec- 
plus 3 for a period of time, a strong advance in general busi 
ness is to be expected. On the other hand, penetration of 
minus 3 on the down side usually precedes an important cow 
traction in our economy. 


We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investmem 
and business standpoints. 


Current Indications of the Forecaster 


In the second quarter, components of the Trend Forecaster 
appear to have behaved with somewhat greater strength 
than in the first quarter. 


The rete of new incorporations rose in April and May 
Stock prices likewise climbed in the first two months of the 
quarter. Business failures in April were about stable, but im- 
proved somewhat in May. Housing starts advanced in both 
April and May. On the other hand, weakness persisted in 
durable goods orders, in raw industrial commodity prices 
and in average hours worked. On the basis of still pre 
liminary figures, the Relative Strength Measurement in the 
second quarter is slightly above the March level, but is stil 
in a negative zone. As a consequence, the Trend Forecaster 
itself has continued slowly downward. 


It is interesting to note that the current decline more of 
less parallels the decline in early 1956. That decline wo: 
interrupted at mid-1956 by the direct and side effects of the 
steel strike, but the resulting bomlet pointed the Trend Fore- 
caster upward for only about three months. The mild re 
sponse of the Trend Forecaster in late 1956 suggested con 
tinuing readjustment in 1957, which has turned out to be 
a very accurate suggestion. The renewed decline still point: 
to slow and continuing readjustment. 
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CONCLUSIONS IN BRIEF 


INDUSTRY — Output of manufaciuring industries are 
still pointed slowly but perceptibly downward, with 
weakness in machinery industries and, increasingly, 
autos and steel. Outlook; further, and broader, de- 
cline in the third quarter. 


TRADE — Still siuqgish. Afier correction for price 
change, sales volume has been in a slow decline in 
recent months, and is no higher than a year ago. 
Outlook: nothing better than a sideways drift during 
the summer. 


MONEY AND CREDIT — available funds have tight- 
ened further, and interest rates have crept up a 
little higher. Treasury bills at 3.4%, well above the 
discount rate, and renewed rise in corporate bond 
yields, are striking developments at this late date, 
putting pressure on the prices of equity securities. 


COMMODITIES — Wholesale prices have lost all their 
updrift. As far as commodities are concerned, the 
1955-56 inflation is over. Lead, zinc, copper still 
weakening, farm products in slight uptrend. In gen- 
‘ral, commodity picture under pressure from rising 
world supplies. 
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In the past month, there has been an interesting develop- 
ment in an area referred to in these columns several 
times in recent issues. With respect to the last half of the 
year, the level of business sentiment has been notably 
higher than the sentiments of analysts, or, indeed, the 
statistics themselves. Either the figures have to improve 
to justify the optimism, or the optimism will have to 
evaporate down to the level of the statistics. 

In June, there is some evidence that the optimism of 
businessmen is being tempered by increased caution, in 
the face of some obviously cautionary statistics 

In the first place, the steel situation has failed to clear 
up with the cheerful rapidity described in the trade press 
during March, April and May, and the production rate is 
now widely expected to fall into the mid-70’s in July. At 
the same time, the level of automobile production is now 
called seriously into question by the conspicuous absence 
of any spring upsurge, and the advance of dealer's stocks 
to approximately the level prevailing at this time last year 
Unless the industry can pull a rabbit out of its hat, pas- 
senger assemblies are almost certain to come down hard 
in the third quarter. 

Finally, the news from capital goods industries continues 
something less than optimistic. Except for the heavy elec 
tric equipment ordered by the public ties, machinery 
orders have returned to the doldrums, and it is no longer 
reasonable to expect that deliveries of mach mery prod 
ucts can continue at their present rate throughout the re 
mainder of 1957. 

Putting all of this together, the indications of some weak- 
ening in final demands in these areas raises anew the 
question whether Please turn to following page 
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THE MONTHLY TREND | uni | month enh Month ‘Ane 

INDUSTRIAL PRODUCTION* (FRB) — | 1947-'9-100 May 143 144 141 
Durable Goods Mfr. 1947-’9-100 May 160 161 157 
Nondurable Goods Mfr. 1947-’9-100 May 130 130 129 
Mining 1947-’9-100 May 128 128 128 

RETAIL SALES* $ Billions May 16.4 16.3 15.9 

Durable Goods $ Billions May 5.7 5.6 5.4 

Nondurable Goods $ Billi May 10.7 10.7 10.5 

Dep’t Store Sales. 1947-'9-100 May 124 122 122 

MANUFACTURERS’ 

New Orders—Total* $ Billions Apr. 27.8 27.6 26.9 
Durable Goods. $ Billions Apr. 13.2 13.5 13.3 
Nondurable Goods______| $ Billions Apr. 14.6 14.1 13.6 

Shipments* $ Billions Apr. 28.5 28.8 27.1 
Durable Goods $ Billions Apr. 14.1 14.4 13.3 
Nondurable Goods________| $ Billions Apr. 14.4 14.3 13.8 

BUSINESS INVENTORIES, END MO.* | $ Billions Apr. 89.2 89.1 84.5 

Manufacturers’ $ Billions Apr. 52.5 52.3 48.0 

Wholesalers’ $ Billions Apr. 13.0 13.1 12.6 

Retailers’ $ Billions Apr. 23.7 23.7 23.9 

Dept. Store Stocks. 1947-'9-100 Apr. 141 141 136 

CONSTRUCTION, TOTAL__| $ Billions May 4.0 3.6 4.0 

Private. $ Billions May 2.8 2.6 2.8 
Residential $ Billions May 1.4 1.3 1.5 
All Other $ Billions May 1.4 1.3 1.3 

Housing Starts*—a Th d May 990 940 1,146 

Contract Awards, Residential—b___ | $ Millions May 1,297 1,232 1,311 
All Other—b $ Millions May 2,103 1,545 1,669 

EMPLOYMENT 

Total Civilian Millions May 65.2 64.3 65.2 

Non-Farm Millions May 52.4 52.2 51.6 
Government Millions May 7.4 7.4 7.2 
Trade Millions May 11.4 11.4 11.1 
Factory Millions May 12.8 13.0 13.1 

Hours Worked Hours May 39.7 39.8 40.0 

Hourly Earnings Dollars May 2.06 2.06 1.96 

Weekly Earnings Dollars Mcy 81.78 81.99 78.40 
PERSONAL INCOME* $ Billions Apr. 339.3 338.1 321.7 

Wages & Salaries. $ Billions Apr. 235 235 223 

Proprietors’ Incomes $ Billions Apr. 52 52 50 

Interest & Dividends__....._____ | §$ Billions Apr. 31 31 29 

Transfer Payments $ Billions Apr. 21 20 19 

Farm Income $ Billions Apr. 15 15 15 

CONSUMER PRICES. 1947-'9-100 Apr. 119.3 118.9 114.9 

Food 1947-'9-100 Apr. 113.8 113.2 109.6 

Clothing 1947-'9-100 Apr. 106.5 106.8 104.8 

H 9 1947-'9-100 Apr. 125.2 124.9 120.8 

MONEY & CREDIT 

All Demand Deposits* $ Billions Apr. 108.4 106.4 107.2 

Bank Debits*—g $ Billions Apr 82.5 77.4 75.5 

Business Loans Outstanding—c______ | § Billions Apr. 31.5 31.4 28.1 

instalment Credit Extended* $ Billions Apr. 3.5 3.3 3.4 

instalment Credit Repaid* $ Billions Apr. 3.3 3.2 3.1 

FEDERAL GOVERNMENT 

Budget Receipt: $ Billions Apr. 4.3 10.7 4.1 

Budget Expenditures. $ Billions Apr. 6.0 5.6 5.4 

Defense Expenditures___.. | $ Billions Apr. 3.8 3.8 3.2 

$ Billions Apr. (1.7) 5.1 (1.3) 





Surplus (Def) cum from 7/1 














Er Oe 
PRESENT POSITION AND OUTLOOK 





inventory adjustment, which proceeded 
at a very modest rate in the first half, 
can now be considered to be over. At 
the moment, it is becoming apparent that 
no accumulaiion, and perhaps some fur- 
ther liquidation, may be in store in the 
last half. If the pattern works out in this 
way, the probability of a pickup in busi- 
ness in the fourth quarter—a probability 
that has been much bruited about in the 
business press — begins to look like an 
improbability. 

* 


* * 

CONSUMER INSTALMENT DEBT — it is 
still rising at about $3 billion a year, 
even though the markets in which most 
of it is generated are running slack. In 
autos, for example, the number of cars 
sold on credit is much below a year ago; 
but credit extensions connected with auto 
sales are still somewhat above a year 
ago. Reason: higher prices, perhaps also 
lower down payments. 

Judging from available figures for the 
first half, outstanding short-term and in- 
termediate-term consumer debt is still 
rising sligh'ly faster than personal in- 
comes, so that the relative debt bur- 
den is still rising slowly. One is led 
to wonder what the automobile market 
would be like if the rate of debt increase 
were to disappear suddenly. 

* 


* * 
CONSTRUCTION REVISION — new fig- 
ures put the current annual rate of con- 
struction outlays at about $47 billion, or 
roughly $2 billion higher than previously 
indicated. Main reason for the revision: 
the incorporation of residential additions 
and alterations estimates, substantially 
higher than the old e:timates. There has 
long been a recognized understatement 
in these figures, which the revision goes 
far toward correcting. Incidentally, the 
upward revision in these figures implies 
a $2 biliion upward revision in the level 
of gross national product, whose con- 
struction component is calculated from 
the monthly construction figures of BLS. 


7 * * 

PERSONAL INCOME — it has continued 
to creep up in recent months. But virtu- 
aliy all of the increase has represented 
rising payments to individuals out of the 
social security fund, owing to increased 
coverage of the social security system. 
This is a double-edged sword: it certainly 
helps to maintain consumer purchasing 
power, but it implies an accelerated 
drain on the social security fund, which 
was alreaody threatening to run into 
trouble.What it means is that the so- 
cial security tax rate, which has been 
creeping up steadily for years, is still 
far from the top. 








480 


THE MAGAZINE OF WALL 


cross 
Persor 
Privat 
Net Fe 
Gover 
Fed 

Stat 


ERSOD 
Tax & 
Dispos 
Consu 
Persor 


| CORPO 


Corpo 
Corpo 
Divide 
Retain 


PLANT 





AWS Bu 
MWS 
Steel Pre 
uto an 
aperbo 
Paperbo 
Electric F 
Freight ¢ 
Enginee: 
Departm 
Demand 
Business 





*—Seaso 
income | 
Sources: 





No. of 
issues (1 
300 Cor 


4 Agric 
3 Air ¢ 
9 Alirer 
7 Airlir 
4 Alum 
6 Amus 
9 Auto 
6 Auto! 
4 Bokin 
3 Busin 
6 Chem 
4 Coal 
4 Comr 
9 Const 
7 Conte 
7 Copp 
2 Dairy 
6 Depa 
5 Drug: 
6 Elec. 
2 Finan 
6 Food 
3 Food 








STREETjuLY < 


and Trends 




























































































| 
i ee QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY PRESENT POSITION AND OUTLOOK 
20K In Billions of Dollars—S lly Adjusted, at Annual Rates a 
| 
eded 1957 356 _— | THE COST OF MONEY-—under a deluge 
half, SERIES 1 IV Wt i of demands, for June tax borrowing, for 
r. At Quarter Quarter Querter Quarter prospective Federal needs, and for whop- 
that | GROSS NATIONAL PRODUCT. | 427.1 423.8 413.8 403.4 ping capital needs of corporations, the 
» fur- Personal C ptio 275.0 270.9 266.8 261.7 interest rate structure has taken another 
1 the Private Domestic Invest 63.3 68.5 65.1 63.1 turn toward tightness. At this writing, 
} this Net Foreign Investment__ 4.0 2.4 1.7 0.1 yields on new corporate is:ues have 
: Government Purchases____ 84.9 82.0 80.2 78.7 bi d d ‘cing! 
busi- Federal arr 49.8 483 472 461 turned notably upward, and surprising 
bility tiie | 35.0 33.7 33.0 32.6 high yields are now available on tax 
| *_* i it af 
n the ERSONAL INCOME. | 36,5 333.2 327.0 317.5 exempt municipals. The pone A ' ree 
2 an Tax & Nontax Payments. = 41.0 39.9 38.8 37.3 has recently paid up to 3.4% we the bi 
Disposable Income ——_| 295.4 293.3 288.2 280.2 market — a full percentage point higher 
Consumption Expenditures... === | 275.0 270.9 266.8 261.7 than at the peak of the 1953 money 
it Is Personal Saving —d J ____ 20.4 22.4 21.4 18.5 squeeze. Commercial paper, too, is ons 
yEOr, | | CORPORATE PRE-TAX PROFITS*___ | 46.5(e 45.8 41.2 43.7 per cent higher than in early 1953. Tax- 
most Corporate Taxes. 23.5(e 23.1 20.8 22.1 able government bonds have again 
k. In Conperato Net Profit ——__—— | 23.0(e 22.7 20.4 21.6 broken in price, and the spread be 
cars vidend Paymen 12.3(e 11.9 12.3 11.8 : . 
on Retained Earnings 10.7(e 10.8 8.1 9.8 tween bond yields and stock yields 
: has virtually disappeared. (in the late 
j ( : 9 2. . 
auto LANE & SQUIPGENT CUTLAYS—— ae na = = 1920's, stock yields were actually below 
prod THE WEEKLY TREND bond yields). This is money tightness, 
aed with a vengeance. 
| Week Latest Previous Year 
r the Unit Ending Week Week Ago _ 
: on AWS Business Activity Index*___ | 1935-’9-100 | June 15 | 289.2 289.5 287.7 PLANT AND EQUIPMENT OUTLAYS 
stl MWS Index—per copita*____| 1935-'9-100 | June 15 | 220.8 221.0 223.2 newly released figures of the Commerce 
| in- Steel Production —____ | % of Capacity | June 23 87.5 86.5 93.0 Department still point to a stable level 
bur- uto and Truck Production_____ | Thousands June 15 149 153 165 of capital spending in the remainder of 
led —. Production ______| Thousand Tons | June 15 | 287 263 289 1957, at about a $37 billion annual rate, 
irket Paper! card New Ordon Thowsand Tons June 15 255 323 235 with the total coming some 6% above 
ease lectric Power Output*__ _ | 1947-'49-100 June 15 | 231.3 226.6 221.6 the 1956 total 
reight Carloadings__ Thousand Cars | June 15 | 746 733 801 With sched d f hi 
ngineering Constr. Awards__ $ Millions June 20 ‘| 371 418 444 mh scnedute ounays or es pete 
fig- Department Store Sales a | 1947-’9-100 June 15 129 125 131 already at a $36.9 billion annual rate in 
con- Demand Deposits—c___ ' $ Billions June 12 56.4 553 57.0 the first quarter, this indicator may be 
_ oOo Business Failures. ===’: Number June 13 | 265 289 286 close to its eventual peak. 
busly *—Seasonally adjusted. (a)—Private starts, at annual rates. (b)—F. W. Dodge, for 48 states. (c) Weekly reporting member banks. (d) Excess of disposable 
sion: income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial centers. Othe 
tions Sources: Federal Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Bureau. (na)—Not available. (r)—Revised. (!)—First Quarter 
iall oe ee « 
md THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
nent 1957 1957 
goes No. of 1957 Range 1957 1957 (Nov. 14, 1936 Cl.—100) High Low Junel4 June 21 
the Issues (1925 Cl.—100) High Low Junel4 June 21 100 High Priced Stocks 233.6 215.6 234.2 228.8 
plies 300 Combined Average 345.1 322.3 343.0 335.7 100 Low Priced Stocks 415.8 387.6 399.5 392.0 
evel 4 Agricultural Implements 282.4 252.5 257.9 252.51 4 Gold Mining 726.2 627.2 673.4 666.8 
con- 3 Air Cond. (‘53 Cl.—100) 122.8 110.2 119.4 118.2 4 Investment Trusts ... 181.2 166.7 122.8 179.6 
loam 9 Aircraft (‘27 Cl.—100) .......... 1388.8 1110.3 1167.3 1110.31 3 Liquor (‘27 Cl.—100) 1074.6 965.2 1094.5 1044.8 
7 Airlines (‘27 Cl.—100) .. 1002.5 751.9 771.9 751.91 9 Machinery 523.4 477.2 508.0 487.4 
LS. 4 Aluminum (‘53 Cl.—100) ..... 447.6 375.8 447.6 435.0 3 Mail Order 174.6 159.2 157.5 155.8 
6 Amusements ......................... 172.6 151.8 166.7 163.7 4 Meat Packing ‘ 142.6 117.4 123.0 124.4 
ued 9 Automobile Accessories ....... 384.4 341.7 3777 3666 5 Metal Fabr. (‘53 Cl._—100) 196.4 175.4 192.6 186.9 
irtu- 6 Automobiles .... ae 52.8 47.6 51.9 51.9 10 Metals, Miscellaneous 420.9 376.4 396.6 376.41 
nted 4 Baking (‘26 Cl.—100) 28.9 26.3 28.4 27.9 4 Paper , 1060.1 904.2 987.3 966.5 
ren 3 Business Machines 1213.3 956.2 1223.6 1192.7 22 Petroleum 914.4 749.7 906.2 881.5 
6 Chemicals ........ isdn aan 556.5 622.3 616.4 21 Public Utilities 263.6 251.3 261.2 251.3 
ised ll 25.1 22.5 23.2 23.0 7 Railroad Equipment 91.4 82.7 26.1 82.7 
tem. 4 Communications SE 104.1 94.5 103.1 100.3 20 Railroads ; 72.7 65.7 67.8 65.7 
jinly 9 Construction piinichabiiwaniania 126.8 118.1 123.1 124.3 3 Soft Drinks 509.8 445.5 484.1 488.4 
sing III. nssicaccnicnsisiinneiiiaimintaits 724.8 739.5 769.7 754.6 12 Steel & Iron .. 393.0 330.1 361.6 349.8 
| 7 Copper Mining a 255.9 274.1 255.91 4 Sugor , 115.0 97.9 112.1 114.0 
ated || 2 Dalry Products ..................00 111.35 1038 110.2 108.1 2 Sulphur 916.3 815.4 8742 874.2 
hich || 6 Department Stores ............ 89.2 80.1 88.4 86.7 11 Television ('27 Cl.—100) 35.6 31.6 35.3 34.9 
into || 5 Drugs-Eth. (’52 Cl.—100) ..... 226.3 175.2 233.6—228.1 5 Textiles 149.9 1247 1345 1317 
so- || © Elec. Eqp. (‘53 Cl.—100) ..... 239.9 215.0 239.9 235.4 3 Tires & Rubber 186.4 1640 190 184.5 
2 Finance Companies ............. 584.5 525.0 579.1 568.4 5 Tobacco ; ‘ 91.3 87.0 87.9 87.9 
een | 6 Food Brands 277.5 264.0 272.1 269.4 2 Variety Stores 273.7 258.2 © 263.4 «= 260.8 
still | 3 Food Stores ......... 173.9 (1538 1722 1672 15 Unclassif’d (’49 Cl.—100) | 167.4 153.8 167.4 164.4 








L—New Low for 1957 





REETJULY 6, 1957 481 











Trend of Commodities 





SPOT MARKETS — The Bureau of Labor Statistics’ index of 22 
leading commodities was drifting downward again in the two 
weeks ending June 21, after the short rally that started late in 
May. The index lost 0.7% during the period under review to 
close at 89.3% of the 1947-1949 average. Raw industrial com- 
modities were the weakest component, giving up 1.0% and in 
this category, it was the metals that led the decline, losing 2.6%. 
At the same time, the BLS’ comprehensive commodity index, 
which had been strong for months, dipped slightly in the fort- 
night ending June 18, giving up 0.2%. Although it is still too 
early to label this minor dip as a reversal of the long uptrend, 
still this index will bear close watching for possible signs of a 
waning of the inflationary drive of the main body of com- 
modities. 


FUTURES MARKETS — Prices of domestic futures were mostly 
higher in the two weeks ending June 21, with grains leading 
the way. Metals were an exception to the uptrend while im. 
ported items, such as cocoa and coffee, also were lower. The 
Dow-Jones Commodity Futures Index gained 1.85 points, to 
close at 159.87, highest level since January. 

Wheat futures were buoyant in the period under review with 
the September option adding 5 cents to close at 210%. Buyers 
gained confidence from the farmers’ vote of approval, in the 
national wheat referendum, of continued marketing quotas. 
This means that 1958 wheat will be entitled to a Government 
loan level of $1.78 on the farm. The rainy weather has also 
been a factor in price strength, as it has delayed harvesting 
operations. 
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BLS PRICE INDEXES 
1947-49—100 


Latest 2 Wks. 1 Yr. Dec. 6 

Date Date Ago Ago 1941 
June 18 117.3. 117.5 114.2 60.2 
June 18 90.7 90.8 12 S18 
June 18 125.3. 125.3 121.5 67.0 





All Commodities 
Farm Products 
Non-Farm Products 


22 Basic Commodities June 21 89.3 89.9 88.4 53.0 
9 Foods June 21 84.3 84.5 80.9 46.5 
13 Raw Ind‘l. Materials June 21 92.8 93.7 93.8 58.3 
5 Metals June 21 102.9 105.6 116.2 54.6 
4 Textiles June 21 83.7 84.2 79.2 56.3 








MWS SPOT PRICE INDEX 
14 RAW MATERIALS 
1923-1925 AVERAGE—100 
AUG. 26, 1939-—63.0 Dec. 6, 1941—85.0 


1957 1956 1953 1951 1945 1941 

High of Year 166.3 169.8 162.2. 215.4 98.9 85.7 
156.5 163.1 147.9 176.4 96.7 743 
165.5 152.1 180.8 98.5 83.5 





low of Year 
Close of Year 





DOW-JONES FUTURES INDEX 
12 COMMODITIES 


AVERAGE 1924-1926—100 
1957 1956 1953 1951 1945 1941 





ligh of Year 163.4 166.7 166.5 214.5 106.4 84.6 
Low of Year 154.5 149.8 153.8 174.8 93.9 55.5 
Close of Year 162.7. 1668 189.4 105.9 84.1 


BLS INDEX 22 BASIC COMMODITIES 
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THE EDITORS’ 











Recently we received an interesting letter from 
ie of our readers seeking our views on some vital 
iestions concerning the financial condition of the 
New York Central Railroad. Rather than answer 
the inquiry ourselves we asked the company to 
do so, and received a reply from the road’s comp- 
troller that is both enlightening and gratifying in 
its candor. Since both communications speak well 
for themselves, the full inquiry and reply are pro- 
iced below: 


Gentlemen: 

The other day, while going through the balance 
heet of the New York Central Railroad, I ran into 
something I cannot explain. Until that time I was 
inder the impression that their working capital posi- 
ion was satisfactory, but now I am not so sure. 

On the Balance Sheet under Current Assets there 
s an item “Accrued Accounts Receivable.” The In- 
erstate Commerce Commission does not require any 
reakdown of that account, but it is supposed to 
neclude revenues that are included in the Income 
Account, but not actually received in settlement with 
igents of foreign lines. 

That figure always runs high, but usually it ran 
iround $11 million. It was $11.3 million at the end 
if 1953. At the end of 1954 it was $26 million; the 
1ext year $36 million and at the end of last year 
ilmost $42 million. That is almost a four-fold in- 
rease. 

I checked on the Pennsylvania Railroad. It was 
$7.5 million at the end of 1953 and $9 million at 
the end of 1956. Both of these figures would appear 


‘o be reasonable. This amount represents over 20% 


f the total current assets and I can’t imagine what 
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might be included in this account now. 
I can understand why the common stock no longer 
looks attractive when you examine Maintenance. 
For example: There were put in during 1953 just 
about 2,000,000 cross ties. In the three years sub- 
sequent to that the cross ties laid in replacement 
have run 1,100,000; 1,500,000; and 1,100,000. 
Bridge and switch ties, expressed in board feet, 
are the same way. In 1953 there were put in 5,000,000 
board feet; then 3,400,000; 3,600,000 and 3,000,000. 
In 1952 there were laid 67,000 tons in rail and 
in 1953, 50,000 tons. Then in 1954 there were 46,000 
tons; in 1955 21,000 and 1956 just short of 22,000 
tons. 
This to me represents skimping on maintenance 
of preperty to a dangerous point. 
I would appreciate your view on this situation. 
Sincerely, 
zt Sh 


Gentlemen: 

As requested in your letter of June 14, 1957, we 
have given consideration to the comments contained 
in the letter of one of your readers relating to re- 
cent financial statements of the New York Central. 

In making his analysis of the working capital 
position of Central, your reader refer; to the sub- 
stantial increase in Accrued Accounts Receivable. 
For the most part, this increase did not affect work- 
ing capital as it was offset by decreases in other cur- 
rent asset items or by increase in current liabilities, 
as indicated below: 

The most significant increment, approximately 
$10,000,000, resulted in part from a discontinuation 
late in 1954 of the (Please turn to page 498) 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. The service in conjunction with your 
subscription should represent thousands of dollars in value to you. It 
is subject to the following conditions: 

1. Give all necessary facts, but brief. 


° 


intervals. 


Confine your requests to three listed securities at reasonable 


3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 
4 


envelope. 


No inquiry will be answered which is mailed in our postpaid reply 


Special rates upon request for those requiring additional service. 





National Distillers & Chemical 
Corp. 

“T understand that Natéonal Distillers 
Products Corp. recently voted a change 
in its corporate name to National Dis- 
tillers & Chemical Corp. Please give me 
the facts on the company’s diversifica- 
tion program and the outlook over com- 


ing months.” C. D., Bangor, Maine 


National! Distillers Products 
Corp., a leading distiller and dis- 
tributor of alcoholic beverages 
since Repeal, recently changed its 
name to National Distillers & 
Chemical Corp. in recognition of 
the company’s substantial prog- 
ress in recent years in the field of 
industrial chemicals. The bever- 
age division of the company will 
be operated under the name of 
National Distillers Products Co. 
The chemical division will con- 
tinue as U. S. Industrial Chemi- 
cals Co, 

Under the new name, the cor- 
poration wil] continue its policy 
of promoting vigorously its two 
principal activities—alcoholic bev- 
erages and chemicals. 

Net sales for 1956 were the 
highest in the company’s history 
amounting to $543,099,524, an in- 
crease of 9° over the preceding 
year’s volume of $500,191,691. 
Net income was $20,103,816 equal, 
after preferred dividend require- 
ments, to $2.11 per share on the 
outstanding common stock, com- 
pared with net income of $15,514.,- 
127 or $1.60 per share in 1955 
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Operations during 1956 reflected 
increased sales and profits in both 
the beverage and the chemical di- 
visions. 

At the operating profit level be- 
fore interest, taxes and minority 
interest, chemical operations pro- 
duced 34% of 1956 profits com- 
pared with 12% in 1955. The in- 
crease in profits from chemicals 
is attributed to both the U. S. In- 
dustrial Chemicals Co. Division 
and the 60% -owned subsidiary, 
National Petro-Chemicais Corp. 

Over the past several years, 
through the company’s studies of 
sodium and its uses, it has devel- 
oped new processes for the manu- 
facture of important products in- 
cluding “U.S.I. Isosebacic” acid, 
zirconium metal and titanium 
metal. The company is now build- 
ing plants for the manufacture of 
all three materials and expects 
such plants to be in production in 
1957. 

In connection with the zircon- 
ium plant, it was announced that 
planned production capacity has 
been increased from 1,500,000 lb. 
per year to 2,000,000 lb. in view 
of growing industrial needs for 
the new metal. Of this, 1,000,000 
lb. a year of reactor grade zircon- 
ium will go to the Atomic Energy 
Commission under a 5-year con- 
tract. 

National has joined the Mal- 
lory-Sharon Titanium Corp. in 
equal ownership of a new com- 


THE 


pany, Reactive Metals, Inc., which 
will build a plant to melt zircon- 
ium and its alloys and to make 
certain zirconium mill products. 

The new U.S.I. phosphoric acid 
plant at Tuscola, IIl., has just] 
gone into production with an an-} 
nual capacity of 30,000 tons. This} 
operation, believed to be the first 
devoted primarily to supplying 
phosphoric acid to fertilizer man- 
ufacture, rounds out U.S.I.’s Tus- 
cola Fertilizer Center which now 
produces three fertilizer ingredi- 
ents—ammonia, sulphuric acid and 
phosphoric acid. 

The corporation in 1956 mad 
capital expenditures of $28,500,- 
000 of which $24,000,000 were in 
the chemical division. Capital ex 
penditures in the chemical divi- 
sion will approximate $31,000,000 
in the current year. 

Net sales for the first quarter 
of 1957 were $146,514,434 and ne! 
profit $5,053,481 equal to 53c per 
share based on 8,656,231 shares 
outstanding against first-quarte) 
1956 sales of $126,645,392, net 
profit $5,037,164 equal to 54c¢ pen 
share based on 8,472,111 shares 
outstanding. 

Cash dividends of $1.00 pe 
share plus 2% in stock were pai 
in 1956 and 25c quarterly has been 
paid thus far in the current year 


Daystrom, Inc. 


“Please report recent developments in 
Daystrom, Inc. and also the outlook for 
the company.” 


I. C., Enid, Oklahoma 


Daystrom, Inc., electrical-elec- 
tronics manufacturer, in its fiscal] 
year ended March 31, 1957 achiev- 
ed record sales and a sharp im- 
provement in earnings. Net earn- 
ings rose 38% on a sales gain of 
18%. 

Net earnings after taxes and al! 
charges were $2,459,000 which 
was equal to $2.77 a common 
share, compared with $1.784,000 
or $2.01 a share earned in the pre- 
ceding fiscal year. Net sales were 
$74,402,000 against $63,193,000. 
the year before. 

(Please turn to page 499) 
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INDUSTRIAL DEVELOPMENTS ALONG 
SOUTHERN RAILWAY SYSTEM 


‘GOING OUR WAY? 


WANT TO GET UP in the world of industry in a 
hurry? Come South and grow with the young, fast- 
growing industrial Southland! 


Here in the South, the demand for goods of 
all kinds is soaring as never before, backed by a 
per capita income rate of growth better than the 
national average. What’s more, industries in the 
South are economically close to what it takes to 
supply these expanding markets at a profit... rich 
natural resources and plentiful manpower ... abun- 
dant water and inexpensive power . . . dependable, 
efficient rail transportation. 

No wonder industrial development year after 
year keeps going up... up... Up in the modern 
Southland. Look at the chart and see. Then, 
“Look Ahead — Look South!” 

Hhrrng A, Wetidle 


President <0? 






SOUTHERN RAILWAY SYSTEM | 


WASHINGTON, 





The Southern we a South 














Aluminum Co. of America is engaged in a $25 
million expansion and modernization program in its 
Massena, N. Y. plant, where it currently employs 
6500 persons in primary production and various fab- 
ricating plants. This plant has been allocated 239,000 
KW a year of the St. Lawrence River power by the 
New York State Power Commission. 


American Machine & Foundry Co. has orders for 
15 civilian-type research reactors, 5 domestic and 
10 foreign. An official of the company predicted that 
reactor design and manufacturing operations will 
begin to show a profit in one or two years. Com- 
pany has received order for 30,000th AMF Pinspot- 
ters. Early in June the company reported that sales 
were ahead of the record rate set in 1956. 


General Electric Co.: What is believed the world’s 
longest periscope has been constructed by General 
Electric Company’s engineers and installed at the 
Atomic Energy Commission’s National Reactor Test- 
ing Station in Idaho Falls, Idaho, to aid in devel- 
opment work on a nuclear propulsion system for 
aircraft. 

D. R. Shoults, general manager of the Aircraft 
Nuclear Propulsion Department of General Electric, 
said that the 90-foot aluminum tube with an intri- 
cate mirror and lens system permits atomic workers 
to sit safely behind heavy shielding while they watch 
the performance of a nuclear reactor being tested 
in the Government’s Aircraft Nuclear Propulsion 
development program. 

The General Electric Co. is engaged in work on 
this program at the test site in Idaho and also at 
Evansville, Ohio, under contracts with the Atomic 
Energy Commission and Department of the Air 
Force. 

Mr. Shoults said the 90-foot periscope is operated 
along with a “little brother” periscope only 60 feet 
long, yet almost twice the length of periscopes in 
use on conventional submarines. The two periscopes 
enable observers to watch opposite sides of a reactor 
while it is operating and thus radioactively “hot.” 





Minneapolis-Honeywell Regulator Co. has _ pur- 
chased from Raytheon Manufacturing Co. for $4,- 
500,000 the latter’s 40% stock interest in Datamatic 
Corp. 
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Keeping A breast of 


Corporate Developments 
































Datamatic Corp. was organized jointly by Min-} 
neapolis-Honeywell and Raytheon in 1955 to engage} 
in the development of large-capacity high speed elec- 
tronic digital data processing systems for office and 
business use. 

With the purchase of Raytheon’s 40° interest, 
Minneapolis-Honeywell now owns all the outstand-| 
ing stock in Datamatic. The first Datamatic system 
is scheduled for completion in time for installation 
during the late summer of 1957. Seven other systems 
are presently scheduled to follow in 1958, including 
one for Honeywell’s own use in its office in Minne- 
apolis. Datamatic processing systems are priced) 
from approximately $2,500,000. It is expected, how- | 
ever, that in most instances they will be delivered 
to users on a rental basis. 

Datamatic is in a fast growing field and substan 
tial additional investment will be needed to develop 
its full potential. Certain advances to Datamatic, 
payable in 1958 and 1959, were not included in the 
sale to Minneapolis. ; 


R. J. Reynolds Tobacco Co. disclosed plans for 
over $35 million of new expansion in the Winston- 
Salem area. 

John C. Whitaker, chairman, said the tobacco com- 
pany plans to build a new cigarette plant, estimated 
to cost about $29 million, a new tobacco stemming as 
plant to cost from $8 million to $10 million, and 
new leaf storage facilities to cost about $7,500,000 

The company is presently spending about $15 mil- 
lion for expansion of its processing, research and 
aluminum foil-making facilities in the Winston-Sa- 
lem area this year. In addition, Reynolds is increas- 
ing its processing and storage facilities in the Lex- 
ington, Kentucky area, at a cost of about $5 million 
in 1957. The company is expanding to meet increas- 
ing sales. 

Radio Corp. of America through its National 
Broadcasting Co. subsidiary, has formed the NBC 
International Ltd., a wholly-owned Canadian sub- 
sidiary, to handle television operations throughout 
the world. The new firm will open headquarters in 
Montreal in July, an office in Mexico City later in 
1957 and headquarters in the Far East in 1958. 

(Please turn to page 500) 
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C’mon in... 
the water’s 


fine... 


ll Sill Bina te ws 


IN THE LAND OF BiG OPPORTUNITY 


Nature blessed the B&O area with rivers and lakes and an ocean! 
B&O has the WATER...and the data you need...Let a 


B&O man help you plan! 
PHONE OR WRITE: 


T. G. GORDON, Industrial Agent 6G. E. FERENCE, Ind. Development Agft. A. C. TODD, Industrial Agent 
BALTIMORE 1—LExington 9-0400 NEW YORK 4—Digby 4-1600 CINCINNAT! 2—DUnbar 1-2900 


FIELDING H. LEWIS, industrial Agent W. E. OLIVER, Industrial Agent 
PITTSBURGH 22—COurt 1-6220 CHICAGO 7—WaAbash 2-2211 


BALTIMORE & OHIO RAILROAD 


Constantly doing things—better! 




















Rail and Waterway Success 
in Merchandising Industrial 
Sites 





(Continued from page 457) 


In the past few years the office 
of Manager of Freight Sales and 
Service has taken on new aggres- 
siveness. The Pennsylvania Rail- 
road has the making for interest- 
ing clinical study, in this particu- 
lar. In the November 1955 
reorganization, PRR created nine 
regions, piecing out the 13 heavily 
industrialized states it serves. A 
company Vice President was 
placed in charge of freight sales 
and service. Under him was built 
an organization of experts includ- 
ing specialists on power, on labor 
availability and crafts, on local tax 
situations, water supply, geology, 
to name some. 

When the results were totaled 
after the first full year of opera- 
tion, they showed 308 new indus- 
tries and 162 extensions of exist- 
ing plant—the product of 1956 
effort. To achieve those results the 
combination of railroad experts 
and community cooperation was 
put to work. Out of the experi- 
ence, permanent methodology de- 
veloped. The Pennsylvania itself 
acquired much of the suitable acre- 
age. It worked with the communi- 
ties affected in planning housing 
and facilities. Today there are 
“open files” on dozens of practic- 
able trackside industrial sites with 
studies of all the facets likely to 
be exposed in a board meeting or 
a stockholder session. 

To the Pennsylvania Railroad 
this has meant $50 million in new 
freight business —a gross figure 
whose net will improve as the work 
of installing and then amortizing 
the cost of bringing service to the 
shipping room doors moves for- 
ward. 

In former years, a corporation 
would come to the railroad freight 
department carrying warranty 
deeds, architectural and engineer- 
ing blueprints, and ask the rail- 
road to take it from there; today 
the railroad’s man is more likely 
to visit the industry office with his 
package deal of land and utilities, 
including the track layout — and 
the factory management takes it 
from that point. 

The Pennsylvania hasn’t been 
alone in working the area. Paral- 
leling service over much of the 


488 


PRR states is supplied by Balti- 
more & Ohio Railroad. Employing 
methods basically like those des- 
cribed above, B&O, since 1941, has 
added more than 4,000 new plants 
or expansions to its system of 
freight service at-the-door. 

The Western Pacific Railroad 
has invested $11 million in track- 
side acreage. Prospective “cus- 
tomers” are taken to the plots in 
company helicopters. Matching in- 
genuity has been displayed by the 
Erie, Katy, Santa Fe and other 
leaders; belt and switching lines 
such as the Elgin, Joliet and East- 
ern have special departments. The 
site promotion activity is nation- 
wide: no seeker after a place to 
locate his facilities is farther than 
his telephone from an office that 
can give him most of the answers 
he’ll need, and give the informa- 
tion in one phone conversation. 

The Federation for Railway 
Progress has a dramatic story that 
illustrates how the system for 
bringing the site and the industry 
together works: In World War II 
days, Don Lenny of Pennsylva- 
nia’s industrial development de- 
partment boarded a Chicago- 
bound sleeper at Indianapolis and 
dropped into the smoker. He intro- 
duced himself to a stranger, men- 
tioned his railroad connection. To 
his surprise he learned the 
stranger was a Defense Plant Cor- 
poration executive; furthermore, 
he learned his smoking car com- 
panion had turned down a PRR 
site—that very day. Lenny found 
the problem had grown out of de- 
lays encountered in obtaining a 
railroad spur. The government 
wouldn’t wait. With one hour to 
work before departure, Lenny 
dashed to the Indianapolis station, 
picked up maps and track charts 
and returned to the smoker. By 
the time the train reached Chicago 
plans had begun to jell. In the 
Windy City the regional engineers 
made quick drawings showing how 
a temporary spur could be put in 
place. At 10 o’clock Lenny was lay- 
ing plans on the DPC official’s 
desk. The result is the $59 million 
aircraft engine plant operated by 
Allison at Indianapolis, and served 
by the Pennsylvania. 

The job isn’t always that fast. 
James S. Frost, general industrial 
agent for the Illinois Central, in- 
stances: “For example, we may 
need reports from our forestry or 
agricultural representatives, spe- 
cial information from our traffic 
solicitors, opinions from our legal 
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+ 
department, drawings and plang 
from our engineering folks, per 
haps some studies from our land 
and tax departments and some 
times even the schedules of our 
operating department.” ; 

As mentioned above, railroads) 
often back the judgement — cr 
hunches—of their industrial agents 
by purchasing and holding acreage 
against the day a need may de-| 
velop. F. B. Stratton of Western! 
Pacific, picked up 300 acres of pas- 
ture land at Milptas on the shore 
of San Francisco Bay. There was 
no reason to suppose it had early 
industrial potential. But the Ford 
Motor Co., became interested. Uti - 
ities including trackage were! 
moved in, another 1200 acres were} 
obtained and an industrial deve - 
opment that eventually will em- 
brace 12,000 acres is under way. 

The move toward industrializa- 
tion of the South has added loca] 
tax inducements to other attrac- 
tions and the carriers have been 
quick to capitalize on them. Th: 
Southern Railway, alone, will orig- 
inate $35 million in new traffic on 
the basis of last year’s additions. 

Industry definitely is on the 
move. The move is not from place 
to place within the historic zones 
of plant saturation; while the 
older industrial regions such as 
New England and the Middle At- 
lantic states have had modest in- 
creases in nonfarm employment 
considerably below the national 
rate, the newer industrial sections, 
the South and the West, have ex- 
perienced a marked expansion. 

The shifting has opened up new 
service areas for both rail and 
water transport. In the days im- 
mediately following World War 2, 
Washington talked of enforced de- 
fense plant dispersal, then soft- 
ened the program to predicate the 
drive on preference in the award 
of new contracts. The theory was 
that nucleur warfare cannot pros- 
trate a dispersed arsenal. Those 
ideas haven’t advanced in recent 
years, but neither have they been 
dropped. 

If plant dispersal, either com- 
pulsory or made so inviting as to 
be irresistible, comes soon, the job 
of supplying the facilities of trans- 
portation will be staggering. But a 
few years like 1956, with 2000 
industries calling for new line sand 
spurs, and new dockage, spreads 
the load. It might even solve the 
plant dispersal problem, giving us 
a measure of security in case of 
war. —END 
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om u d 
Walls Of Steel—Tall Or Small. The big picture shows the Socony Mobil 


Building at 42nd and Lexington in New York City. It’s the largest metal- 
walled office building in the world, and is completely sheathed with Stainless 
Steel panels. They used Stainless Steel because of its lasting beauty, dura- 
vility, corrosion resistance, and low maintenance. The picture below shows 
in all-steel prefabricated school. The steel skeleton is strong and safe, and 
the porcelain-enameled steel wall panels are colorful and easy to care for. 





UNITED STATES STEEL 


American Bridge .. . 


Tennessee Coal & Iron 
United States Steel Supply 





Watch the United States Steel Hour on TV every other Wednesday 





American Steel & Wire and Cyclone Fence... 
Consolidated Western Steel . . . Gerrard Steel Strapping .. . National Tube. . 


Union Supply Company - United States Steel Export Company - Universal Atlas Ceme 


~~ 
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Artificial Heart-Lung Machine. This 
Stainless Steel machine removes blood from 
the body, replenishes it with oxygen, and 
pumps it back into the body—thereby func 
tioning as heart and lungs. With it, doctors 
can actually stop the heart and repair it 
since the machine does the heart's job. The 


device is made completely from Stainless 
Steel because it is the most easily cleaned of 
all metals. Stainless Steel will not corrode 


and it will not contaminate or alter the 


structure of the blood m any way 





127 Different Parts! This quiet, reliable 


alarm clock is a mass-production miracle 
127 different parts work together so that 
you can be sure of getting where you want 
Most of the parts are made 
strong, wear 


to be on time 
from 
resistant, and easy to fabricate 


steel because steel is 


eo ee 


1 





Columbia-Geneva Steel 
Oil Well Supply 


United States Steel Homes United States Steel P oducts 
Divisions of United States Stee! Corporation, P)**. burgh 
ipanyv 


10 p.m. Eastern time 











Railroads Rolling Into New 
Period of Transition 
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program. Traffic, revenues and 
earnings seem more happily pro- 
vided with strength this year, and 
if the results reached $8-$8.50 per 
share in 1957, doubtless the pres- 
ent level of around 59 may prove 
to be relatively attractive. Cer- 
tainly the long term values seem 
worthwhile, and in time, the $3 
cash dividend should be liberal- 
ized. 

Ever since King Coal was right- 
fully restored to his throne, the 
stocks of the bituminous coal rail- 
roads have become a _ household 
word. A worthy Prince in the em- 
pire of the coal lands is Norfolk & 
Western, a consistently profitable 
organization which has benefitted 
from shipments of coal to Europe, 
greater tonnages of coal for steel, 
electric power and industry, and 
the incipient development of a re- 
source-rich industrial nexus in 
Virginia, West Virginia and Ohio. 
There are those who claim that 
N&W could save money by substi- 
tuting oil-burning diesels for coal- 
burning steam engines, and if so, 
perhaps the railroad stands to 
save some money since the new en- 
gines might initially require less 
repair. Perhaps the real strength 
lies in an ample supply of ready 
cash ($28 million), a remarkably 
small debt structure, and incred- 
ably low operating ratios. In 
April, 1957, the operating ratio 
was about 67°, some ten points 
lower than Class I Railroads. 
Earnings should exceed $7.75 per 
share in 1957, which is a gener- 
ous improvement over the $7.39 in 
1956. 


Chesapeake & Ohio, a railroad 
company which behaves more like 
a top-grade industrial corporation 
as far as its managerial talents 
are concerned, should again show 
a worthy increase in earnings. If 
the company earned $8.50 in 1957, 
this would indicate that the stock 
is selling about 7.5 times earnings, 
which is close to the current aver- 
age for most good grade railroad 
stocks. (It is as though duPont or 
IBM sold in line with the usual 13 
or 14 times earnings.) The $4 di- 
vidend provides the liberal return 
of 6.3%, which is also comparable 
to the average for most railroad 
stocks, With its usual flair for the 
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progressive. C&O has invested in 
ships for carrying coal, a freight 
airline, and a major sized elec- 
tronic business machine system 
for the railroad. Parallel to this 
are the facts that C&O serves one 
of the most potentially lucrative 
traffic areas in the country. For 
the long term holder, an invest- 
ment in C&O should not be disap- 
pointing. 


Seaboard Air Line, the smallest 
of the three southern routes to 
Florida, has been through a period 
of digesting new traffic and new 
aids to operating efficiency. Some 
of its traffic, such as fertilizers, 
has been spotty, while other seg- 
ments, such as manufactured 
products and materials for and 
products of the paper industry 
have been improving. On balance, 
traffic volume and operating effi- 
ciency should reward Seaboard’s 
management this year with 
slightly better earnings in 1957. 
An early estimate would place 
results at around $4.40 per share 
vs. $4.20 last year. Meanwhile, 
the current price of 34 brings 
with it a 7.4% yield on the $2.50 
dividend. Perhaps Seaboard’s mar- 
ket action has reached a tem- 
porary plateau in comparison 
with the dynamics of past years, 
but the investor for income and 
gradual appreciation should find 
solace in his Seaboard holdings. 


Although Baltimore & Ohio has 
greatly improved its investment 
status, not many students of 
railroad securities are willing to 
put it on a par with the best in 
the group. The railroad has done 
a prodigious and necessary job of 
lowering the debt, consequently 
reducing interest and amortiza- 
tion charges. Many new sources 
of traffic have been developed. 
Despite higher costs of labor and 
materials, it would appear that 
B&O’s 1957 earnings should in- 
crease from the $10.85 in 1956 
to a level around $11.00 per share, 
where the current market price 
capitalizes this estimate at a rank 
4.4 times. There is room for divi- 
dend improvement in terms of 
these earnings, especially since 
Western Maryland may pay a 
dividend to B&O, and it is pos- 
sible that the present $2 rate can 
be amplified. While semi-specula- 
tive, the present market price 
appears to discount the weakesses 
of B&O but not yet take into ac- 
count the better revenue, earning 
and cash dividend possibilities 
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which may take place in the 
future. 


Stocks to Hold 


Stocks such as HUlinois Central, 
Kansas City Southern, Southern Rail- 
way and Louisville & Nashville are 
blessed with competent manage- 
ments, good traffic territories and 
efficient operations. As matters 
stand, earnings for these four im- 
portant railroads may not show 
much change in 1957 over 1956. 

Equally good values are avail- 
able in stocks where earnings 
seem liable to display a more 
favorable near-term trend. Of this 
group, Southern Railway appears 
to offer the most interest, and 
it is possible that the $2.80 divi- 
dend might be increased. Louis- 
ville & Nashville may also liberal- 
ize its $5.00 dividend in the light 
of near-$11 earnings per share, 
although better relative values 
may be obtained in stocks such as 
Union Pacific and Denver & Rio 
Grande Western. 

Atchison, Topeka & Santa Fe 
may be classified as a good, strong 
stock to hold, but there appears 
little in prospect to change earn- 
ings or dividends materially. The 
railroad has been suffering heavy 
losses in passenger business, and 
the drought, which was broken 
only recently, has not benefitted 
Santa Fe’s vast cobweb of branch 
lines stretching through Kansas 
and the nearby regions. 

The same has been true for 
Chicago, Rock Island & Pacific, 
which has enjoyed improved 
operating efficiency through the 
agency of up-to-date manage- 


ment. The traffic trend has not 
been particularly encouraging, 
however. The chances are that 


earnings may be down in 1957, 
although the present price of 35 
for the stock appears to have dis- 
counted this prospect. 

To the discouragement of many 
an investor, the earnings for 
Southern Pacific have not kept 
up with the rapid percentage 
increase in population in Oregon, 
California, Arizona, New Mexico 
and Texas. That this population 
growth has been a mirage for 
Southern Pacific appears to be 
borne out by the fact that reve- 
nues for the first four months 
of 1957 were down slightly from 
last year. Despite the recent 
switchover to diesel locomotives. 
transportation costs have scarcely 
budged, and, meanwhile, aor 
wage increases appear to be skim- 

(Please turn to page 492) 
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ming the cream from SP’s new 
freight yards, elaborate signal- 
ling projects and the development 
of truck transport. The chances 
are that earnings may not show 
much variation from last year’s 
$6.01 per share, and they could 
be slightly lower. 

Great Northern, which may 
some day join forces with North- 
ern Pacific and the Burlington, 
occupies an important position in 
the hauling of wheat, lumber and 
iron ore. The company is capably 
managed, and the railroad is 
known for modern applications of 
scientific knowledge to signalling, 
freight yards, car repair and 
other basics of the railroading 
art. In the face of higher labor 
costs, it does not appear that 
Great Northern’s 1957 results 
will differ greatly from last year’s 
$5.31 per share. The yield of 7% 
on the $3 dividend is undeniably 
attractive and entirely suitable 
for investors whose primary aim 
is dividend yield. 


Less Favorable Results Possible 


Not every railroad can turn in 
reports consistently better than 
those of the previous year. For 
many companies, lower earnings 
are illusory rather than a sign of 
old age or obsolescence. Traffic 
on Atlantic Coast Line has been 
slightly under last year, but the 
maintenance budget has remained 
high. Several companies, such as 
Gulf, Mobile & Ohio, have actually 
been spending more on mainte- 
nance to the detriment of earn- 
ings. Higher Federal tax rates 
are beginning to apply in several 
instances where accelerated amor- 
tization tax deferments have be- 
gun to ebb. 

Carriers such as New York Cen- 
tral, Pennsylvania, St. Louis — San 
Francisco, and Delaware & Hudson 
have not enjoyed any improve- 
ment in traffic, and they have 
been particularly hard hit by the 
ravages of higher costs of labor 
and materials. Central’s earnings 
are apt to diminish from $6.02 
per share to a level closer to $5.00 
per share, and Pennsylvania, for 
the same reasons, may be hard 
pressed to earn $3 per share com- 
pared to $3.16 per share last year. 
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Frisco may not come within 25-50¢ 
of last year’s $3.72 per share. 
Gulf, Mobile & Ohio’s recent record 
has been disappointing, and if 
earnings were reduced to below 
$3.50 (from last year’s adequate 
$4.01 per share), the cash divi- 
dend of $2.50 would not seem 
wholly defensible. 


Special Situations 


The status of Atlantic Coast 
Line was upheaved recently by 
the retirement of Champion 
McDowell Davis, the elderly but 
spry president who captained the 
railroad through a protracted pe- 
riod of majestic roadway im- 
provements. A new _ president, 
aged 45, was recently transferred 
to the job from a railroad con- 
trolled by Coast Line, the Rich- 
mond, Fredericksburg & Potomac. 
It is likely that earnings for Coast 
Line will be down this year, per- 
haps to around $4.40 per share 
from $4.79. On the other hand, 
there could be a change for the 
better in the dividend policy, now 
$2 per share, yielding 4.3%. A 
higher dividend from Louisville & 
Nashville might also improve 
Coast Line’s dividend distribution 
prospects. The stock does not 
seem particularly attractive at 
this level, however. 

Western Maryland common 
stock has displayed an atomic 
market record this year, ranging 
from 49 to 78. The road possesses 
good management and other fa- 
voring features, and the long term 
outlook for the stock (661,000 
shares) is relatively favorable. 
At the current price, the stock 
seems to anticipate a dividend of 
$6 per share or more, which seems 
improbable, and a payment indi- 
cating a rate of less than $5 might 
prove disappointing. 

New York, Chicago & St. Louis 
provides an excellent yield 
(7.4%) and sells at a reasonable 
basis with respect to earnings. It 
is doubtful whether there is any- 
thing in the near future which 
greatly alters the outlook one way 
or the other. 


Summary 


The first half has not been par- 
ticularly interesting for holders 
of rail stocks, with a few notori- 
ous exceptions such as Western 
Maryland. The second half should 
permit a trifle more optimism, and 
a mid-summer rally could be pos- 
sible. —END 
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Companies Showing 
Sustained Growth Without 
Mergers or Acquisitions 





(Continued from page 470) 
should lead to further earnings 
improvements for the balance of 
the year. At current prices the 
dividend yield is 5.2%, but the 
stock is speculative at these levels. 

Otis Elevator, the mest impor- 
tant elevator producer and a me- 
jor manufacturer of escalators 
has maintained an _ excellent 
growth record in the post war 
period. Diversification has been 
introduced with the production of 
automatic pinspotters in agree- 
ment with the Murray Corp. and 
Brunswick-Balke-Collender. 

Sales have been strong in re- 
cent vears, reflecting the boom 
in office building and apartment 
house construction, but earnings 
have tended to fluctuate. However, 
expanding servicing revenues and 
the growing pinspotter business 
should provide a good cushion 
against declines. Finances have 
been strong, although there has 
been some recent cash weakening. 

Full year 1957 earnings are ex- 
pected to at least equal 1956 re- 
sults. The stock’s dividend record 
is unbroken since 1903, but we 
would not purchase at this time. 

Rohm & Haas, an important 
chemical and plastics producer, 
has consistently outperformed its 
industry in the post war era. 
Despite mounting capital expendi- 
tures the company’s financial con- 
dition has remained consistently 
strong, and growth has been prin- 
cipally through retained earnings. 
Dividends have been relatively 
small, but some stock dividends 
have augmented the small cash 
payout in each year since 1949. 

Although sales were at record 
levels in 1956, net income declined 
for the vear in the face of a weak- 
ened price structure throughout 
the chemical industry. Sales con- 
tinued upward in the first quarter 
of this year, advancing to $44 mil- 
lion from $40.4 million a year 
ago, but earnings again slipped, 
amounting to $3.88 for the period 
against $3.99 a year earlier. 

The high priced common stock 
has been an outstanding per- 
former largely reflecting the 
limited number of shares in the 
market. Can be bought on rea! 
price dips. 

(Please turn to page 494) 
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QUICK FACTS-1956 


% Increase 
Amount Over 1955 


Net Income for Common Stock $ 5,452,421 11 


Per Share of Common Stock $1.67 11 
Per Cent of Operating 

Revenue 21.6 2 
Dividend Rate per Share 

End of Year $1.28 ] 


Operating Revenues $25,212,731 8 


Gross Additions to 


Utility Plant $22,606,960 130 


Kilowatt-hour Sales 


(in thousands) 2,083,709 11 


Peak Load—Kilowatts 532,300 10 
Customers at End of Year 192,311 3 
Average Annual Kilowatt-hour 

Use per Residential Customer 7,205 10 


For a copy of Puget’s 1956 Annual Report, 
write: Frank McLaughlin, President 
860 Stuart Building, 

Seattle 1, Washington 


PUGET 


POWER 





1956... 
Puget Power's 
Greatest Year 


Underlying this attainment and making for 
continued dynamic progress are these sources 
of basic strength: 

e A service area (principally in Western 
Washington) rich with the promise of 
growth —a 60% increase in population and 
a 30% gain in per capita income by 1965 
are forecast. 

The firm conviction manifested by the 
people of the Puget Sound-Cascade region 
that cooperation among their electric 
utilities is the key to ample low cost power 
and economic progress. The public demand 


for a cooperative approach to achieve 
these ends brought forth the now success- 
fully functioning Puget Sound Utilities 
Council. This favorable climate of public 
opinion also has enabled Puget to under- 
take a $90,000,000 new construction pro- 
gram which, on completion in 1959, will 
increase the size of the company by 60% . 
Further, Puget’s exceptional capitaliza- 
tion ratio of 39% long term debt and 61% 
stock equity permits this large scale 
expansion to be financed without the sale 
of additional common stock. 


e Highly ‘‘electric conscious’? consumers 
who strongly hold that electricity is the 
“well-spring”’ of better liviag in a dynamic 
economy. Compared with the annual 
national average, Puget’s residential cus- 
tomers use nearly 2!% times as many kilo- 
watt hours at a rate fully 50% less. 

The area Puget serves is great in physical 
resources and natural advantages, but 
greatest of all in creative and productive 
people. It is these people who provide the 
foundation for our faith and confidence in a 
greater tomorrow. 


PUGET SOUND POWER & LIGHT CO. 

















Companies Showing 
Sustained Growth Without 
Mergers or Acquisitions 





(Continued from page 492) 


U. S. Gypsum provides about 
50% of all the gypsum board and 
plaster used by the domestic 


building trades. Capital expendi- 
tures have been high in each of 
the last few years, but the com- 
pany has not had to resort to pub- 
lic financing since 1947. 

Finances are particularly 
strong, despite a high percentage 
dividend payout. Sales reflect the 
general level of building in the na- 
tion, but earnings have shown 
steady growth as the company’s 
operations have become increas- 
ingly more efficient. 

Nevertheless, the sharp curtail- 
ment of new home building has 
finally caught up with the com- 
pany, causing a 15% drop in sales 
in the first quarter of 1957 and 
an equal percentage drop in net 
earnings to $1.01 from $1.20 in 
the initial period of 1956. 


Company’s efficient operations 
and excellent record make it a 
good buying candidate when new 
homebuilding stabilizes. —END 





The Growing Trend Toward 
Renting — Rather Than 
Owning Capital Equipment 





(Continued from page 454) 


stock has had a good rise. 

The incentives for companies 
to rent cars and trucks are legion 
and range from the intangibles of 
satisfying salesmen’s egos to the 
practical of eliminating cash out- 
lay for large fleets of rapidly de- 
preciating equipment. By renting, 
the company removes from itself 
the troublesome liabilities and 
expensive insurance charges aris- 
ing from potential accidents, it 
eliminates the need for expensive 
service organizations to keep the 
equipment functioning properly, 
and it assures its salesmen and 
drivers the latest models at all 
times. 

Recognizing the powerful profit 
potential of this expanding field, 














June 26, 1957 











(Par Value 2¢ per Share) 


Smith, Barney & Co. 


This is under no circumstances to be construed as an offering of these securities for sale, or as an offer to buy, or asa 
solicitation of an offer to buy, any of such securities, The offer is made only } 


y means of the Prospectu 


346,289 Shares 


Louisiana-Delta Offshore Corporation 


Common Stock 











Copie: of the Prospectus may be obtained from the undersigned only in those | 
States in which the undersigned may legally offer these securities in 
| compliance with the securities laws of the respective States, 
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Greyhound Corporation, the na- 
tion’s largest bus line recently 


noe 


entered the drive-yourself busi-| 


ness. Although the operation only 
began in mid-1956, it has alread) 
become an important revenue 
source. 


Investment Cues 


Like many other new, dynamic 
movements, rental growth is diffi- 
cult to pick out of the over-al 
economy as a measurable entity- 
yet it is an important trend tha 
investors should watch closely, 
both as a new field for investment, 
and a source of cash savings 01 
additional revenues for estab- 
lished companies. As a mechanisn 
it is simplicity itself, but in it: 
varied uses it is further evidences 
of the ingenuity of America) 
enterprise in meeting new chal- 
lenges. While commentators anc 
economists have been bemoaning 
the poor cash plight of corpora 
tions and the debilitating effect 
of tight money on capital expan 
sion, businessmen have quietly) 
devised new methods to solve 
their problems. 

Aside from the traditiona 
rental industries described, anc 
the vehicle rental field, no indus- 
try derives enough income from 
rentals to attract public attention 
—yet the machine tool industry 
sees the trend as an important 
source of future revenues—insur- 
ance companies are entering lease- 
back deals in sufficient force t« 
make them a major investment 
medium — the Pennsylvania Rail- 
road reports its Train - Truck 
rental operation one of its most 
profitable—and material handling 
firms such as Clark Equipment 
and Yale & Towne view the rental 
operations of their dealers as an 
important outlet for new produc- 
tion. In the air conditioning field, 
Carrier, Fedders-Quigan and the 
York Division of Borg-Warner 
instruct their salesmen to direct 
potential clients to rental agents 
if the cash outlay for industrial 
air conditioning is overburdening, 
and installers of large industrial 
facilities such as Air Products, 
Union Carbide and Blaw-Knox 
are finding companies willing to 
rent where purchase might be 
impossible. 

Apparently American industry 
is developing a new business 
maxim—that it is not the owner- 
ship of assets, but what passes 
through them that leads to profits. 
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By renting equipment more re- 
sources are freed for the purchase 

of processable material. 
The movement is new, but it 
may well give the capital boom 
new “lease” on life as it spreads. 
—END 





Turn-Up Ahead for 
Retailers 





(Continued from page 475) 
nother 40 such stores were con- 
‘rted to self-service outlets. Al- 
wether, 133 units were enlarged 

improved in addition to the 

3 openings, while 41 stores were 

osed. 

Earnings of Woolworth have 

ictuated within a narrow range 

nce the 1948 peak of $4.48 a 

are in spite of a consistent rise 

sales except for a small dip in 

149. Modest gains have been re- 

rded in the last two years, 

et profit having risen to $3.57 a 
hare in 1956 from $3.52 in 1955 
nd $2.78 in 1954, the low point 
ince 1945. Dividends have been 
at an annual rate of $2.50 a share 
‘or the last ten years. 

Kresge also has been aggres- 
ively turning to modernization 
of distribution to counteract ris- 
ng labor costs. This concern, 
anking second to Woolworth in 
ze, opened 30 new units last 
ear and contemplates starting as 
many or more this year. Mer- 
chandise lines are being broad- 
ened to strengthen the company’s 
competitive position and check- 
out operations are being adopted 

herever feasible. Benefits of in- 
creased efficiency achieved in out- 
lets improved in the last few 
years are becoming increasingly 
evident. Modest progress in earn- 
ings is anticipated for 1957 with 


ndications that net profit may 
rise to $2.75 a share or more 


rom $2.60 last year. 

W. T. Grant is regarded as the 
hird largest concern in the vari- 
ety chain field, having stressed 
promotion of medium and lower 
priced apparel in centrally located 
uutlets. Management has empha- 
sized development of shopping 
‘enters in recent years, and most 
f this year’s expansion is con- 
templated in such suburban areas. 
Last year 71 net stores were 
ypened, and it is expected that 
ibout as many will be added in 
1957. Greater efficiency in new 
stores and economies in opening 
yutlets could contribute to slightly 
better margins this year. On basis 
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of increased sales, indications 
point to some recovery in 1957 
earnings above the $3.37 a share 
for the fiscal year ended January 
31, 1957. —END 





World Business Spotlights 





(Continued from page 463) 


World War II and, in most cases, 
had never been returned to their 
former owners. 

However, as German exports 
continued on their meteorlike rise 


from 3.6 percent of world trade 
in 1950 to 8 percent last year 
and as the investment in domestic 
plant expansion began to level off, 
an increasing number of concerns 
started to look for new opportu- 
nities abroad. So far, the total 
German capital invested abroad is 
not very large, $342 million. But 
the rate of progress is significant. 
Nearly 50 percent of the total was 
invested within the 15 months 
ending last March and prelimi- 
nary figures for the first half of 
this vear indicate that in 1957 
foreign investments are likely to 


495 





top the record figure of 1956. 

~~ Of special interest to U. S. 
‘ | business concerns is the great in- 
| terest displayed by German in- 
vestors in Latin America which 
has, so far, received the largest 


chinery, compared with about $7 
billion at the end of World War ‘ 
II. This is the backbone of their A 


capacity. Farms are today over- 





capitalized, in this sense. Farmers, 
of course, have discovered this for| 
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ies single share of any area, $117 themselves, and the rate of pur- 
ENS ie. | million. Next comes Europe with chases of new vehicles and ma-)|—— — 
$115 million, followed, some way chinery is running far be!ow the ‘ 
behind, by Canada and the U. S. peak level of spending reached in 
The emphasis on investments 1951. As a result, the entire agri- 
Southern California in the Western hemisphere is cultural machinery industry has For 
. likely to grow even stronger in been suffering a mild but continu- 
Edison Company the future. The reason is the split ous recession in demand for the} “her 
‘ in Germany’s foreign trade. past five years, and accordingly} ™°* 
DIVIDENDS Though her overall exports are finds itself with capacity prob-]| ‘"*® 
The Board of Directors has continuing to mount with no end lems of its own! — 
authorized the payment of = & in sight (first quarter exports Finally, one might point to al] Thre 
the following quarterly divi were a full 28 percent above the whole list of international com-]}| your 
dends same period of last year while modities where the world supply} 24vé 
COMMON STOCK imports had risen by only 25 per- has clearly been rising at a wher 
enor gina ital cent), the growth is very uneven. rapid rate, and has either suc- ?rogr 
sete ilaaian Germany is accumulating an ever ceeded in surpassing world de- 
4.48% CONVERTIBLE SERIES increasing surplus with the rest mand, or threatens to do so in the 
Dividend No. 41 of Western Europe which may near future. The United States,# ....,, 
ee ae | soon lead to restrictive counter- for example, produces roughly 20- _ 
ae eS, ines measures by her neighbors but 25° of the world’s lead and zinc, 
Dividend No. 37 she still has a deficit with the and about 75% of its own current 
28/2 cents per share doliar area as well as several requirements. Rising world sup-|| °f°9" 
a ee ee ee epee | other Western hemisphere na- ply of these commodities has al- 
able July 31. 1957 to stock | tions. Building branch plants and ready gone vigorously to work on] Projec 
holders of record July 5 subsidiaries on this side of the the price, to the point where some] ‘eke 
Checks will be mailed from Atlantic will increase her earn- domestic capacity is already be- — 
Company's office in Le ings in these countries and help coming uneconomical. This capa- a 
to give her overall balance of city is being priced out of opera-]] Suppl 
payments a more well-rounded tion; it is excess, in the special 7 
appearance than it now has. way that mining capacity gets to]] also t 
—END be excess when the price drops} to dat 
below the costs of recovery. Much] ),,, 
x the same situation now applies,}} major 
Capacity and Over-Capacity even more intensely, in fact, to | Essent 
domestic production of copper.} 4. 
| (Continued from page 450) And the same mechanism = a 
| ’ ‘ threatens to engulf the domestic}} Telegr 
| homebuilding (i.e., copper and —s 
. . electric specialties, waliboard, Washi 
Pacific Gas and Electric millwork ste etc.) capacity MANUFACTURERS’ CAPITAL OUTLAYS tons 
Company | tosupply the homebuilding market —_ 
is greatly in excess of current "Spending for Depreciation ‘Mer Beck fy Week! 
DIVIDEND NOTICE nneee oe . a “ae 
commen STOCK Secondly, the nation’s agricul- Settee Ditties | 
ervinee we. 166 | tag plant is capable of produc- -—- 
. ion far above the nation’s capa- 1950 6.2 4.4 1.8 
The Board of Directors on city to absorb farm products. The 195! 9.2 4.9 4.3 Me 
foe IS. Tees, Sees © number of farms is now about !95? ed = eer 
cash dividend for the se — = . 1953 10.1 6.3 3.8 
ond quarter of the year of 15% less than at the end of World 1954 9.2 6.8 2.4 
7 per shore upon War II, but the average farm is 1955 9.6 7.3 2.3 
capital stock. This divi- about 15% bigger. The number of 198 1aaie) Be) —«S.BLe) Sp 
dend wi » paid by acres being planted is thus about — 
a % - k : an of unchanged, and the yield of crops * Corporate only (e) Estimated MC 
t per acre cultivated is considerably St 
record at the ose of hi rher. : —_ 
business on June 28, 1957. 8 
: x. C. CHRISTENSEN This increase in yield is a meas- petroleum industry: imports from 12 mC 
Treasurer | ure of the rising capacity of the the rest of the world are striking | st 
San Francisco, Calif. | farm sector. It is owing to intense hard at the domestic price struc-|Complet 
: mechanization —investment in ture, and requiring a serious re-jence bu 
| PGE: | e | tractors, harvesters, threshers, duction in domestic output to ae ak 
" | reapers, etc. U.S. farms now have maintain quoted prices. oe 


on them about $19 billion in ma- (Please turn to page 498) deductid: 
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Capacity and Over-Capacity 





(Continued from page 496) 


A Note on Causes 


Underlying the gathering prob- 
lem of capacity are two or three 
basic conditions of the past dec- 
ade. 

In the first place, a decade of 
sellers’ markets, maintained al- 
most continuously, has led to the 
belief that virtually any amount 
of anything can be sold now; and 
if it can’t be sold now, the vigor- 
ous growth of markets will catch 
up to the supply and absorb the 
excess in a relatively short period 
of time. In this sense, the capa- 
city boom is a reflection of the 
postwar boom itself, and the pros- 
perity-engendered belief that the 
American economy is headed on- 
ward and upward. 

Secondly, it reflects the tremen- 
dous pace of modern technology. 
As substitutes are developed for 
an old product, capacity is in- 
stalled to produce the substitute, 
and competition intensifies be- 








DIVIDEND NO. 178 
ON COMMON STOCK 


Ti 


The Board of Directors of Con 
sumers Power Company has 
authorized the payment of a 
dividend of 60 cents per share 
on the outstanding Common 
Stock, payable August 20, 1957 
to share owners of record 
July 19, 1957 
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DIVIDEND ON 

PREFERRED STOCK 
The Board of Directors also 
has authorized the payment of 
a quarterly dividend on the 
Preferred Stock as follows, 
payable October 1, 1957 to 
share owners of record Septem- 
ber 6, 1957 


CLASS 
$4.50 


$4.52 
$4.16 


PER SHARE 
$1.12 
$1.13 
$1.04 


a 


CONSUMERS POWER COMPANY 
JACKSON, MICHIGAN 


Sewing Ontstate Michigan 
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tween the new and the old. In 
some instances, the new and the 
old remain in existence side by 
side, even within the same com- 
pany (as for example, in the sev- 
eral synthetic fibers which are 
now competing with each other). 
Aluminum has cut conspicuously 
into the stainless steel market; 
paper into steel and glass (for 
containers) ; aluminum into cop- 
per in many decorative uses, and 
increasingly for electrical uses; 
corn-stalk and sugar-cane bagasse 
is now beginning to cut into 
woodpulp processing capacity; 
transistor capacity is competing 
with vacuum tube capacity; and 
literally hundreds of chemicals in 
the plastic and drug lines com- 
pete with each other. 

Certainly, not all of the burst 
of capacity spending of the past 
several years is unhealthy ; in fact, 
it is only the margin, in indus- 
tries that are already mature, 
that should be questioned. Never- 
theless, the combined effects of 
the current wave of capacity in- 
creases is already beginning to 
have clear impacts in individual 
industries —on selling prices, on 
margins — as production volumes 
fall farther and farther behind 
optimal operating rates. 

Expansion programs are neces- 
sary and desirable things. But the 
investor should remain fully 
aware of the underlying structure 
of the industry in which the con- 
templated program will occur, At 
times ... and for many industries 
this is one of these times... ex- 
pansions can be good public re- 
lations, good stockholder rela- 
tions, good employee relations— 
and bad business. —END 





Editors’ Investment Clinic 
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U.S. Post Office Department’s pol- 
icy of making advance payments 
of 80° on certain significant 
charges for mail handling and, in 
part, from a reclassification of the 
amount due from Miscellaneous 
Accounts Receivable to Accrued 
Accounts Receivable. 

In compliance with a directive 
of the I.C.C. amounts due from 
other carriers resulting from ren- 
tal of our equipment were re- 
ported as Accrued Accounts Re- 
ceivable subsequent to 1954 in lieu 
of being deducted from payables 
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of a similar nature resulting fro 
Central’s use of equipment of 
other carriers. Accordingly, this on 
increase of approximately $74 ee 
000,000 resulted also in an ingW’) ” 
crease in the current liability act _* 
count, Accrued Accounts Payable} oe 
An additional approximate $5,2" vee 
000,000 of the increase resulted! tly 
from delay in obtaining sufficie1 ps bel 
information to finalize billings for’ ye 
accounts, particularly as we n wt pons 
close our books two weeks earli . — 
than formerly. Had such infor#' ~~ 
mation been available, thie : 
amount would have been reflecteg 





in either Accounts Receivable of . 
as a reduction of our payable fol C 
interline traffic balances. N 


In addition to the foregoing 
consideration, of course, must 
given to the effects of continue 
devaluation of the dollar ard A 
changes resulting from norm — — 
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business operations. (Ce 
As to your reader’s comme if 
covering maintenance: ; he 


One of the most important elef® 'tY 
ments in this picture, and n |= e 0 
taken into account by the write®*?@"5 
of the letter of June 12th, is tha“ 4) 


effect on the maintenance require « 
ments occasioned by the advaape te 
soon. 


tage now being taken of automa 
tion and more efficient use of thaesed, 
property by New York Centralfough 
During the period under discus), &Vé 
sion this company has inaugt 
rated a very extensive program 0 
installing centralized traffic conf, 
trol, permitting a more efficien 
use of main tracks, resulting i 
considerable main track elimina 
tion. The effect of this is to re 
duce the need for maintenance 
materials on two counts—(1) th 
tracks eliminated are in mos 
cases those tracks which woul 
be due, during this period, fo led fo 
significant renewals of rails, tie earch 
and other track material, and ee now 
the recovery of materials frome 1} 
eliminated trackage provides maj >hor' 
terial for use in replacements fh yea 
remaining tracks, thereby redud hat it 
ing the need for securing quantife"eem 
ties of new materials, the effecte!! Co 
of this is to reduce maintenancpfactur 
quantities in greater proportionped eq' 
than the percentage reduction igo trac 
track mileage. At th 
The extensive program now ul “y = 
der way on the Central of co 26,151 
solidating yard facilities an 82,000 
eliminating yard track mileage bytvale 
the construction of modern ele ae 
tronically controlled high capacit tockho 
facilities has the immediate effed "© 4 
of reducing the requirements f urrent 
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ta fron’! and ties for yard track main- 
ent o@tenance. With a long range pro- 
ly, thiger am charted in this area, main- 
ly 7,gtenance of other facilities, which 
an ing | be involved, are being care- 
lity ack! ly controlled to fit the program. 
avablesleis: of course, also conserves 
wg “imaterials at this time. Concur- 
esultede” tly with this program, there 
flicie 1 being carried on the normal 
-- Marnual maintenance of active 
ngs for | , enon — 
tr ckage with very careful con- 


ve NOW. : : : 
- wsiceration being given to the re- 

ane h ally: ssc 
infor reme nts of the more Intensive 

— thigus: of remaining facilities. 
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Comptroller, 
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Answers to Inquiries 





(Continued from page 484) 
mme if 

Che $8 million in debentures re- 
nt elege ity issued, is expected to take 
nd noeare of the company’s immediate 
writ PX ansion needs. A new plant at 
is thas Angeles, California, and one 
equire St. Joseph, Michigan is ex- 
advanee ‘ted to be ready for occupancy 
utomafoon.. A. third new plant, to be 
of thae#sed, is under construction at 
ighkeepsie, N. Y. 
evelopments of the year in- 
luded the establishment of a Sys- 
ems Division, the purchase of 
ord Engineering Co., Upland, 
‘alifornia, and the expansion of 
he Nuclear & International Divi- 


‘entralk' 
discus} 
naugu 
ram 0 
ic con 
fficien 
ting im’ ; 7s 
liminagions organized last year. Foreign 
Activities included the formation 
f a sales division in Canada, 
which is now operating, and plans 
or a manufacturing company in 
ermany. Similar plans are sched- 
led for England, it was said. Re- 
earch and development activities 
n new or improved products are 
eing increased. 

Shortly after the close of its fis- 
al year, Daystrom announced 

reduqhat it had reached tentative 
quantip2"eement to purchase the Trans- 
> effedeoil Corp., Worcester, Pa., a man- 
enancpiacturer of servo-motors and al- 
ortion#ied equipment, subject to final 
tion ifontract details. 

At the fiscal year-end, the com- 
ow ae reported working capital of 
oe en 26,151,000 compared with $18,- 
a 82,000 a year earlier. This was 
sage b livalent to $29.42 and $20.84 a 
n eleq?2™mon Share, respectively. 
apacit t ckholders equity was $31.98 a 
= ote hare, against $30.44 a year ago. 
nts foerrent quarterly dividend is 30 
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cents per share. 


McKesson & Robbins 
“Please indicate the nature of the busi- 
ness of McKesson & Robbins, also finan- 


cial position and outlook.” 


B. H., Niagara Falls, N. Y. 


McKesson & Robbins’ principal 
business is wholesaling drugs and 
liquors. 

According to the president of 
the company, a continuing trend 
is indicated to the increased use by 
manufacturers of the company’s 
services as wholesale distributors 
of drugs, wines and liquor and 
chemicals, a trend which encour- 
ages confidence in the years ahead. 

Of sales in the company’s prin- 
cipal departments, higher volume 
in drugs reflected increased con- 
sumer purchases in drug stores 
and a gratifying expansion of 
sales to hospitals. 

The Chemical division contin- 
ues to be the fastest growing divi- 
sion of the entire company. Sales 
in this department for the fiscal 
vear increased substantially and 
net profit was higher. 

For the fiscal vear ended March 
31, 1957, the company reported 
net income of $10,475,449, equiva- 
lent to $5.63 a share, after Fed- 
eral income tax provision of$11,- 
595,571. Sales for the period were 
$578,813,402, up 9°~. All figures 
represented record highs. In the 
1956 fiscal year net income was 
$8,802,214, equal to $4.75 a share 
on sales of $530,324,516. The Fed- 
eral income tax provision in that 
period was $9,778,040. 

The balance sheet disclosed that 
current assets amounted to $175,- 
025,686 against current liabilities 
of $70,113,425, indicating net cur- 
rent assets to be $104,912,261. 

The company has expanded its 
distribution facilities and opened 
up new sales territories. These in- 
cluded new drug divisions in Ya- 
kima, Washington and San Jose 
California plus the purchase of 
Burwell and Dunn Co., Charlotte, 
North Carolina. A new division is 
also under construction in Lan- 
sing, Michigan, and a new build- 
ing will be constructed shortly in 
West Palm Beach, Florida. 

New liquor operation was es- 
tablished in Joplin, Missouri and 
new facilities provided at Long 
Beach, California and Buffalo, 
New York. Later this year, new 
buildings will be occupied in St. 
Louis, Missouri and Miami, Flor- 
ida. 

Augmenting its services as na- 
tional distributor of chemicals, the 


QUARTERLY DIVIDEND NOTICE 


Pennsalt / 


Chemicals 





94 CONSECUTIVE YEARS 
OF DIVIDEND PAYMENTS 


Dividend per share 
of common stock:..........$ .40 
Sept. 14, 1957 
August 23, 1957 


a 

Record date:.... 

The Board of Directors has declared 

a regular quarterly dividend on each 

share of common stock outstanding 
Pennsalt Chemicals Corp. 

3 Penn Center, Philadelphia 2, Pa. 





COLUMBIA PICTURES 
CORPORATION 


The Boar f Director 
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CONSOLIDATED 
NATURAL GAS 
COMPANY 


30 Rockefeller Plaza 
New York 20, N. Y. 


DIVIDEND No. 38 


Taz soarp oF piIREcTORS 
has this day declared a regu 
lar quarterly dividend of Forty 
Seven and Ore-Half Cents 
(47%4¢) per share on the capi 
tal stock of the Company, pay 
able August 15. 1957 to stock 
holders of record at the close 
of business July 15, 1957 

R. E. PALMER, Secretary 
June 19, 1957 


wen 
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company established new distri- 
buting points in Toledo and Cin- 
cinnati, Ohio, Charlotte, North 
North Carolina, Lubbock, Texas, 
Peru, Illinois, Denver, Colorado, 
San Leandro, California and St. 
Joseph, Missouri. 

Current quarterly dividend is 
70 cents per share. -~END 
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For Profit and Income 





(Continued from page 477) 


rially higher than is permitted in 
most states. However, interim 
earning power might be tempo- 
rarily cut by roughly 12% until 
the deduction is made up by reve- 
nue growth, which continues ex- 
ceptionally strong, Gulf Power, a 
subsidiary of Southern Company, 
is also involved; but the effect on 
total net of Southern Company is 
not significant. Florida Power 
Corp. and Tampa Electric are not 
affected, since their returns are 
not in excess of 6.5°; but these 
stocks followed Florida P. & L. 
downward. All of the stocks were 
too high and technically vulnera- 
ble before the news broke. None 
is especially cheap now. All can 
be classified as good investment 
holdings. 


Cigarettes 

Some time ago Liggett & Myers 
raised cigarette prices, hoping 
competitors would follow. They 
did not, so the boost was quickly 
rescinded, In the present instance 
American Tobacco, the biggest 
company, initiated a boost of 35 
cents a thousand on all its brands 
except filter tips. The other com- 
panies immediately followed suit. 
So there is every reason to assume 
that the higher prices will hold. 
Based on 1956 results, it is cal- 
culated that the price rise could 
mean added earnings, over pre- 
vious annual rates, roughly as fol- 
lows: American $2.60; Liggett & 
Myers $1.50; Lorillard 75 cents; 
Phillip Morris $1; Reynolds To- 
bacco $1. The indicated percentage 
gain is largest for Lorillard. It is 
smallest for Reynolds because of 
relatively heavy representation in 
filter-tip brands, on which prices 
remain unchanged. Actual results 
may vary materially from the fig- 
ures cited. Costs are higher than 
last year’s. Consumption may or 
may not be appreciably affected 
by the American Cancer Society’s 
final blast against smoking on 
health grounds. Competitive posi- 
tions of some companies could shift 
for better or worse. Our view is 
that the higher prices will result 
in a considerable net gain in earn- 
ings, broadening dividend cover- 
age and perhaps bringing a few 
dividend boosts. Reynolds is the 
best bet for the latter and for ex- 
tension of competitive gains, fol- 
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lowed by American. 


Appliances 

The highly competitive appli- 
ance business seems bound to con- 
centrate to an increasing extent in 
the hands of a few large and 
strong companies. The best situ- 
ated is Whirlpool Corp., largest 
maker of home laundering equip- 
ment such as washers, ironers and 
dryers; and a big maker of refrig- 
erators, air conditioners and 
ranges. It has kept away from the 
TV-Radio field. Radio Corp. owns 
about 19°¢ of Whirlpool shares, 
Sears, Roebuck 17%. Of obvious 
advantage to the company, Sears 
is the major outlet, taking more 
than half of total 1956 output for 
distribution under Sears trade 
names, Earnings this vear should 
be around 30° or more above last 
year’s $2.25 a share. On a $1.40 
dividend rate, the stock yields 
5.8% at 24, down from over-priced 
level of 3814 reached in 1955. On 
a medium term or longer-range 
basis — especially the latter — it 
looks to us like a better than aver- 
age speculation. —END 
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(Continued from page 445) 


ports would thus have as much of 
an adverse effect on the East coast 
region as it would have a favor- 
able effect on our oil-producing 
states. The situation is somewhat 
similar in California which de- 
spite its large indigenous oil pro- 
duction is now an oil-deficit state 
and has begun to import large 
quantities of Canadian oil. 
Finally, it must be considered 
that none of the major U.S. oil 
companies produces enough do- 
mestic oil to supply its total do- 
mestic needs. Since these compa- 
nies have expended billions of 
dollars in building up productive 
facilities overseas it is only natu- 
ral that they now wish to draw 
on these sources to fill some of 
the gap. Any severe restrictions 
on oil imports would therefore 
tend to hurt the major oil compa- 
nies much more than the smaller 
ones, most of which have no for- 
eign oil investments to amortize. 
The President’s committee will 
have to consider al] these points 
in making its recommendations. It 
must also consider the fact that 
the Reciprocal Trade Act is up for 
renewal next year and that the 


committee’s findings will 
heavily on whether or not any 
new restrictive clause will be in- 
serted into our basic foreign trade 
law. 

The committee and its consult- 
ants certainly seem to have the 
ability and the determination to 
look at the oil import problern 
from all these angies. It is unfor- 
tunate, however, that the Presi- 
dent has largely prejudged the er- 
tire issue by his unusual sequence 
of first voicing agreement wit’ 
the ODM direetor that oil imports 

are a threat to national security 

and then appointing an imparti¢! 
body to determine whether this is 
really so. 

In closing, we want to say that 
the possibility of an oil shortage is 
a long way off, before which time 
there is no question that atomic or 
solar energy for commercial pur- 
poses will be so well advanced as 
to fortify our fuel position. END 





Keeping Abreast 
of Corporate Development: 





(Continued from page 486) 


Solar Aircraft Co. has developed 
under joint Navy and Army cor- 
tract, a gas turbine aircraft en- 
gine, 20” high, with maximum dia- 
meter of 1514” and weighing 50 
pounds, to power a one-man hel- 
copter. This engine is named Solar 
Mercury, with military designa- 
tion YT-62, the engine will pro- 
duce 55 shaft HP plus 12 pounds 
of jet thrust, in 100 degree F. 
weather. 


BOOK REVIEW 


The Stock Market 
By GEORGE L. LEFFLER 

Beginning with the simplest princi- 
ples of investment, this book proceeds 
by stages to the most complicated trad- 
ing techniques. Reading the financial 
page, opening a brokerage account, for- 
mula and non-formula trading plans are 
clearly treated. Employing a ‘customer 
approach,’ the book discusses the invest- 
ment merits of securities, construction 
and management of security portfolios. 
investing and trading in common stocks, 
and the chief relationships between as 
investor and his broker. In addition. 
there is a fascinating picture of the his- 
tory, development, and functions of the 
New York, American, and regional Ex- 
changes. The important economic role 
of the securities markets, and the rela- 
tions between the government and the 
brokerage business are objectively and 
comprehensively treated. 


Ronald Press $7.00 
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TREET 


Helping You to ATTAIN and RETAIN 


FINANCIAL INDEPENDENCE 


(Important — To Investors With $20,000 or More!) 


Wave investors are aiming for financial in- 
dependence . . . whether they hope to arrive at 
their goal in five, ten or twenty years. 

We concur in their confidence that wise 
and timely investment of their capital can 
make this dream a reality . . . for despite tem- 
porary readjustments our nation is forging 
ahead in a new era of amazing scientific 
achievement, industrial advancement and in- 
vestment opportunity. 


In the coming months and years, we will 
see marvelous and practical progress in the 
conquest of space, in attainment of plant 
automation, in harnessing of atomic energy 
... With a host of new products, materials and 
techniques emerging. 


These new forces will have profound in- 
vestment significance for they will invigorate 
many companies—but often at the expense of 
less able competitors. TO YOU, as an investor. 
this adds up to an increased need for con- 
tinuing investment research and capable pro- 
fessional counsel. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, di- 
versification, enhancement probabilities—to- 
day’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous Revisions: 


Definite counsel is given on each issue in 
your account... advising retention of those 
most attractive for income and growth... 
preventing sale of those now thoroughly liqui- 
dated and likely to improve. We will point out 
unfavorable or overpriced securities and 
make substitute recommendations in com- 
panies with unsually promising 1957 pros- 
pects and longer term profit potentials. 


Close Continuous Supervision of All Holdings: 


Thereafter—your securities are held under 
the constant observation of a trained, experi- 
enced Account Executive. Working closely 
with the Directing Board, he takes the initia- 
tive in advising you continuously as to the 
position of your holdings. It is never necessary 
for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are given, 
together with counsel as to the prices at which 
to act. Alert counsel by first class mail or air 
mail and by telegraph relieves you of any 
doubt concerning your investments. 


Complete Consultation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts and 
original research sometimes offer you aid not 
obtainable elsewhere—to help you to save—to 
make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability under the new tax provisions. 
(Our annual fee is allowed as a deduction 
from your income for Federal Income Tax 
purposes, considerably reducing the net cost 
to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual enrollment 
you receive our audit of the progress of your 
account showing just how it has grown in 
value and the amounts of income it has pro- 
duced for you. 








Fun information on Investment Management Service is yours for the asking. Our rates are 
based on the present value of securities and cash to be supervised—se if you will let us know 
the present worth of your account—or send us a list of your holdings for evaluation—we shall 
be glad to quote an exact annual fee ...and to answer any questions as to how our counsel 


can benefit vou. 








INVESTMENT MANAGEMENT SERVICE 


{ division of THE Macazine or WALL Street. A background of nearly fijty years of service. 


90 BROAD STREET 


NEW YORK 4. N. \. 





PLANES THAT OUTRACE THE SUN... 


Like Joshua, America’s newest jets make the 
sun stand still... fly at speeds that “set back 
the clock”... ‘arrive before they start.” 
But such success breeds ever greater prob- 
lems. For example, fuels and lubricants are 
whisked from tropic heat to frigid strato- 
sphere. Fiery jets and sensitive controls 


demand far different lubricants. That’s why 
years ago Texaco built the largest privately- 
financed jet fuel testing laboratory in America. 


Texaco’s forward-looking research meets 
every challenge to maintain the 
finest in petroleum products. 


THE TEXAS COMPANY 


TEXACO 


progress...at your service 








